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I. IntroductionI
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The following comments are provided by American Council for an Energy-Efficient

Economy, Arizona Faith Network, Arizona Interfaith Power and Light, Arizona Solar

Energy Industries Association (AriSEIA), Arizona Public Health Association, Black Mesa

Water Coalition, CHISPA Arizona, Conservative Alliance for Solar Energy (CASE), Diné

C.A.R.E., E4TheFuture, Elders Climate Action, Environment Arizona Research 8c Policy

Center, Natural Resources Defense Council, Our Mother of Sorrows Catholic Church,

Physicians for Social Responsibility, Sierra Club, Solar Energy Industries Association
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(SEIA), Solar United Neighbors, Southwest Energy Efficiency Project (SWEEP), Sur run,

T6 NizhOni And, Tucson 2030 District, Vote Solar, Western Grid Group, and Western

Resource Advocates (W RA) (together the "Joint Stakeholders") regarding possible

modifications to the Commission's energy rules. As several stakeholders indicated in their

comments to this proceeding the report provided by Commission Staff on April 25, 2019

and updated on July 2, 2019, appears to move Arizona energy policy backward - not

forward - by eliminating requirements for renewable energy and energy efficiency, as

well as combining the Renewable Energy Standard and Tariff ("REST"), Electric Energy

Eff iciency Standard ("EEES"), and Resource Planning and Procurement ("RPP") rules

without strengthening or improving the accountability and transparency of the

Commission's Integrated Resource Planning ("IRP") process.
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The REST and EEES rules, both individually and collectively, have provided substantial

benefits to the state and utility ratepayers in the form of cost savings; reduced water use;

tens of thousands of in-state, family-wagejobs, economic development, and environmental

benefits. These rules have been instrumental in ensuring that the most cost-effective

resources are procured by utilities. As these rules have been effective and are functional,

we recommend extending and improving upon them as the best method to provide

continued benefits to ratepayers and the electricity system - rather than eliminating them

and starting from scratch.
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In response, the Joint Stakeholders have developed this comprehensive proposal modifying

die Commission's existing rules and adding a clean energy focused standard. These

comments serve as a summary and introduction to the Joint Stakeholder Rules and are

accompanied by specific language for each modification in both clean and redline format.

The intention of the Joint Stakeholder Rules is to provide a comprehensive adtemative to

the April 25"' and July 2nd Staff Reports that addresses many of the proposals and ideas put

I See Comments of Western Resource Advocates, Western Grid Group, Vote Solar and Sierra Club filed
May 29, 2019, in Docket No. RU-00000A-,8-0284, https://docket.images.azcc.gov/0000 l98308.pdf
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forth by Commissioners, as well as the interests of the groups who have collaborated on

this effort.

3
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As described in detail below, the Joint Stakeholder Rules include enforceable

standards for the following:

5

6

7

8

100% clean energy by 2045,

50% renewable energy by 2030,

10% distributed generation by 2030, and

35% cumulative energy efficiency savings by 2030.

9

10

I I

The Joint Stakeholder Rules also move Arizona toward a more comprehensive RP process

that provides for more effective stakeholder engagement and ensures greater

accountability, while preserving the RPP rules as separate from the others.

Finally, the Joint Stakeholder Rules recognize the importance of supporting ajust transition

for communities impacted by power plant closure by encouraging clean energy investment

on Tribal Lands.
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15 Collectively, the Joint Stakeholder Rules are designed to ensure that:

16
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There is continued progress and accountability toward clean energy investment by

Arizona's regulated utilities.

Arizona's regulated utilities pursue near-term actions focused on investing in clean

energy resources that are local and cost-effective.

Investment in new resources is targeted toward those resources that are less likely

to introduce future stranded costs.

Arizona prioritizes clean energy investment that creates in-state jobs, supports

communities impacted by power plant closure, capitalizes on Arizona's superior

solar resource, and that improves local air quality and public health.

25

26

The Joint Stdceholders are appreciative of the leadership demonstrated by the Commission

in addressing these complex and important issues. This proposal addresses many aspects

3
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of the proposals put forth by Chairman Bob Bums, Commissioner Sandra Kennedy,

Commissioner Boyd Dunn, and former Commissioner Andy Tobin.

3 II. Clean Energy Standard

4
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The Joint Stakeholder Rules contain a new standard of 100% clean energy by 2045. This

requirement puts Arizona on the path towards a zero-carbon energy system and is

consistent with policies being developed across the Western United States. A standard of

100% clean energy by 2045 is achievable and necessary to address the impacts of climate

change. The current energy mies do not contain a clean energy standard and, as such, the

Joint Stakeholder Rules create a new policy for measurement and compliance.

10
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Under the Joint Stakeholder Rules, Clean Energy Standard compliance would be measured

using a mass-based regulatory structure that would maximize flexibility in meeting the

Standard by focusing on carbon content rather than any specific technology. A baseline

carbon emissions rate would be set based on anaverageof 2016-2018 levels and decreased

progressively until the requirement of 100% clean by 2045 is achieved. By including a

Clean Energy Standard in addition to an update to the REST and EEES, the Joint

Stakeholder Rules provide value and flexibility to achieve Arizona's energy future.

17 III. Renewable Energy Standard

18

19
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Arizona's current REST of 15% by 2025 was adopted in 2006 - over a decade ago.

Arizona's leadership in renewable energy policy spurred incredible entrepreneurship and

technological innovation. At that time renewables were a relatively nascent technology and

investments made in renewables have brought us to the place we are today. Renewable

energy from solar and wind are some of the lowest cost energy resources available. With

continued policy leadership, battery storage will improve the ability for renewable energy

to match load, enabling higher penetration at lower costs, boosting the state's economy,

improving Arizona's air quality, and reducing water consumption from power generation.

4



As a result, the Joint Stdceholder Rules include an enforceable standard for 50% renewable1

2

3

4

5

energy by 2030. Together with the Clean Energy Standard, dis proposal would make

Arizona competitive with nearly every other state in the West.2 The Joint Stakeholder

Rules also contain updates to the existing REST that increase the required renewable

energy percentages beginning in 2020 until 50% renewable energy by 2030 is achieved.

6 IV. Distributed Energy Requirement
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The current REST includes a requirement for distributed generation ("DG") in section R14-

2-1805. This requirement is often called the "DG carve-out." The current DG carve-out

requires that 30% of the existing 15% REST be satisfied by obtaining Renewable Energy

Credits ("RECs") from distributed energy resources. In 2025 this requirement amounts to

4.5% of retail sales. Half of this carve-out is required to come from residential applications

and the other half is required to come from non-residential, non-utility applications. When

this provision was originally enacted, Arizona offered upfront incentive payments to

customers installing DG. In exchange for the incentive payment, DG customers provided

the RECs associated with their DG system production to the utility for use in complying

with the REST and the DG carve-out. Since incentives have expired, participation in DG

has continued to grow in Arizona, but the utilities are no longer receiving RECs for new

DG. No alternative method for REC transfer has developed resulting in the need to request

waivers from this provision of the current REST.
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As Arizona updates the REST, the DG carve-out shoed be updated in order to

accommodate the current situation in which the RECs associated with DG are not provided

to the utility, and to ensure that customers are provided the opportunity to participate in

clean energy development in Arizona. To accomplish these goals, the Joint Stakeholders

propose an updated Distributed Renewable Energy Requirement ("DRER"). The DRER

will not be a carve-out of the updated REST, but rather a parallel program under which

2 The following standards have been adopted: Nevada: 50% renewable by 2030 and 100% clean by 2050,
New Mexico: 50% renewable by 2030, 80% renewable by 2040, arid l00% zero-carbon by 2045; Oregon:
50% renewable by 2040; Washington: 100% clean by 2045; California: l00% clean energy by 2045.

5
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10% of total retail sales will be required to come from distributed generation by 2030.3 The

requirement will begin at 4% in 2020 and will increase by six tenths of one percent each

year until 2030 when the 10% requirement is reached. DG resources that are eligible for

the DRER must have a nameplate capacity of 50 kW or less.' Compliance with the DRER

will be measured based on DG production captured by the dedicated production meters

installed by the utility at the customer's premise.5

7

8

9

10

I I

12

13

14

The proposed DRER is reasonable and conservative. The initial target of4% in 2020 is less

than current penetration levels for Arizona Public Service Company (APS), Tucson

Electric Power (TEP), and UNS Electric.° Prior to the end of net metering, APS projected

DG penetration as high as 18% in 20307-a value significantly higher than the proposed

requirement of 10% in 2030. As Arizona has moved away from retail rate net metering to

an export credit rate, growth in DG is expected to slow significantly. Adoption of the

DRER will ensure that there remains a viable path for customer participation in Arizona's

clean energy future.
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16

17

18

19

20

2 1

As utilities plan to meet the DRER, they should promote the development of customer-

sited battery storage in combination with and in addition to DG. Such goals can be achieved

through rate design and incentives, including compensation mechanisms for the utilization

of Distributed Renewable Energy Resources to provide services in support of power system

stability and power quality including "bring your own device" tariffs that compensate

service aggregators for the coordination, operation, and dispatch ofmultiple customer-sited

battery storage and DG systems.

3 For purposes of the DRER retail sales will be measured inclusive of the solar production that is produced
and consumed behind the meter.

4 Community Distributed Generation is not subject to this size limitation.
5 Production from Distributed Renewable Energy Resources will not be eligible for compliance under the
REST unless RECs associated with the production are obtained arid retired.
6 See APS docket No. E-l345A-l8-0226, TEP docket No. E-0I933A-i8-0238, and UNSE docket No. E-
04204A- l 8-0239.
7Arizona Public Service Company. 2017 Integrated Resource Plan filed in Compliance with R14-2-703 .
April 2017. Table F~2, page 21 l.
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v.l Energy Efficiency Requirement

2

3

4

Since 2010 the current EEES has saved Arizona ratepayers money, energy, capacity, and

water, stimulated the local economy, and reduced air pollutants - all cost-effectively.

Benefits have included:

5

6

7

8

More than $1 billion in net economic benefits for all Arizona ratepayers;

More than 14 billion gallons of water saved; and,

Energy savings equivalent to the consumption of more than 500,000 Arizona

homes."

9

10

Energy efficiency is also Arizona's cheapest energy I€S0UlC89 and employs more than

40,000 people across the state.'°

I I

12

13

14

In order to reap the benefits of continued energy eff iciency investment, the Joint

Stakeholder Rules include an enforceable standard for 35% cumulative energy savings by

2030. The Joint Stakeholder Rules also contain updates to the existing EEES to reduce

regulatory barriers to energy efficiency program deployment and comprehensiveness.

15 VI. Integrated Resource Planning Process Improvements

16

17

18

19

The Joint Stakeholders propose significant modifications Io the RPP rules to address

concerns about the current RP process, including proposed changes that will increase the

opportunity for stakeholder involvement, increase accountability, and improve

transparency in utility planning.

I
8 See 2010-2018 Annual Demand Side Management reports ofTucson Electric Power, Arizona Public
Service Company, and UNS Electric filed with the Arizona Corporation Commission,
9 According to Tucson Electric Power's 2017 Integrated Resource Plan, other resources cost substantially
more including gas (at least4-times more) and nuclear (at least 6-times more).
!° Environmental Entrepreneurs, Energy Efficiency Jobs in America: Arizona: https://www.e2.orywp-
content/uploads/20]8/09/ARIZONA-Dist.pdf
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As the Commission is aware, the prior IRPs submitted by APS and TEP were heavily

focused on the procurement of gas resources to the detriment of other resources including

renewable energy, energy storage, energy efficiency, and demand response. The

Commission ultimately did not acknowledge the utilities' lR.Ps, which resulted in a gap in

resource planning and highlighted the need for process improvements.
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The Joint Stakeholders have undertaken considerable effort to propose mies that are best

suited to Arizona and that are based on lessons learned from and best practices for resource

planning from around the country. In addition to outlining a more user-friendly process

that will enhance reporting requirements, improve and facilitate meaningful stakeholder

involvement, and enable critical transparency for stakeholders and the Commission into a

utility's development of its IRP, the Joint Stakeholder Rules outline a process that details

specific actions to be taken in the case that an [R.P is determined to be deficient. Under the

proposed process, utilities must help the Commission and stakeholders understand why an

RP represents the best deal for ratepayers and how the RP analysis and action plan has

changed since the last Commission IRP review. Finally, utilities must return to the

Commission for guidance or an amendment when major changes impact an RP or RP

action plan.

18 VII. Transition for Impacted Communities

19

20

2 1

22

23

24

The Commission has recently tadcen steps to acknowledge the responsibility of utilities to

provide support for communities impacted by the retirement of conventional power plants.

Indeed, die pending Recommended Opinion and Order in Docket Nos. E-01345A-16-0036

and E-01345A-16-0123 directs Arizona Public Service Company to develop an initial

transition plan for communities that will be impacted by the closure of the Four Comers

Power Plant.

25

26

27

28

In addition to establishing ajust transition plan and fund, the Commission can also support

jum transition efforts by encouraging clean energy development that directly benefits

impacted communities. For example, there is strong potential for solar and wind

development on Navajo and Hopi Lands that, if developed, could help Arizona achieve

8
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clean energy outcomes while also helping these communities transition to new economic

bases.

3

4

5

To that end, the Joint Stakeholder rules include provisions that direct utilities to consider

and give a preference to clean energy development opportunities in communities impacted

by conventional power plant closures, including on Tribal Lands.

VIII. Conclusions6

7

8

9

10

The Joint Stakeholders appreciate this opportunity to comment on this important

conversation and to provide our proposed rules for the Commission's consideration. We

are interested in engaging further on these issues and would welcome the opportunity to

present the Joint Stakeholder Rees to the Commission at an upcoming meeting or

workshop.

9
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TITLE 14. PUBLIC SERVICE CORPORATIONS; CORPORATIONS AND ASSOCIATIONS;
SECURITIES REGULATION

CHAPTER z. CORPORATION COMMISSION - FIXED UTILITIES

ARTICLE 7. RESOURCE PLANNING AND PROCUREMENT

Section

R I 4-2-701

R I4-2-7021.

R I4-240; : .

R I4-2-7044.

Statement of Purpnsc

Definitions

Applic8bility

Load-Serving Entity Annual Reporting Requirements
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R14.2.703. Definitions
In this Article, unless otherwise specified:

l . "Action Plan" refers to a plan that idcntilics the specific needs and potential actions that a load-serving entity will perform during
the lira tic (5) cars of the P_Lagrting Period in order lo implement the Prefcrrcd Resource Plan.

24. "Aclmowledgment" means a Commission determination, under RI4-2-704, that an Integrated Resource Planplan meets the basic
requirements of this Article.

22. "Affiliated" means related through ownership of voting securities, through contract, or otherwise in such a manner that one entity
directly or indirectly controls another, is directly or indirectly controlled by another, or is under direct or indirect common control
with another entity.

39 "Allsource Request for Proposals" or "all-source RFP" means a process wherein the Utilitv solicits open all-source bids for new
cncrav, capacity, and grid services from market participants. The RFP shall idcntilv the specific needs to be satislicd, hut it must he
eehnolo v neutral location n ural and size neutral. The RF ' h II c id m -s .  s o ' a l l  v i s so

ply-side ones and shall not be limited to "dispatchable" resources.
"All-source Request br lnlbrmation" or "allsource RFI" means a process wherein the utility solicits open all-source bids br new
cnerpv, capacity, and grid services lion market participants. The RFI shall identitY the specific needs to be satislicd. but it must be
technology neutral, location neutral. and size neutral. The RFI shall consider demand-side resources on equal footing as supply-side
ones and shall not be limited to "dispatchable" resources.

i
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(_-"Benchmark" means to calibrate against a known set of values or standards.
1._"Book life" means the expected time period over which a power supply source will be available for use by a load-serving entity.
§. "Btu" means British thermal unit.
9. "Capacity" means the amount of electric power, measured in megawatts, that a power source is rated to provide.
IO. "Capzig iv Exnngsion Model" refers to a computer model designed lo seek a least cost. or "optimal". portfolio ofel i s I

and demandside resources that meets the utility's load forecast, accounting br salem constraints and the need to maintain the
gighilitv of the system over the p nnnin cried in the Prelbrred Resource Plan.

Jo. "Capital costs" means the construction and installation cost of facilities, including land, land rights, structures, and equipment.
II. "Coincident peak" means the maximum of the sum of two or more demands that occur in the same demand interval. which demand

interval may be established on an annual, monthly, or hourly basis.
13. "Commission" or "ACC" refers lo the Arizona Corporation Commission.
L. "Customer class" means a subset of customers categorized according to similar characteristics, such as amount of energy con-

sumed; amount of demand placed on the energy supply system at the system peak; hourly, daily, or seasonal load pattern; primary
type of activity engaged in by the customer, including residential, commercial, industrial, agricultural, and governmental; and lo-
cation.

l i "Decommissioning" means the process of safely and economically removing a generating unit from service.
lg. "Demand management" means beneficial reduction in the total cost of meeting electric energy service needs by reducing or shifting

in time electricity usage.
IZ. "Derating" means a reduction in a generating unit's capacity.
la. "Discount rate" means the interest rate used to calculate the present value of a cost or other economic variable.
IQ. "Docket Control" means the office of the Commission that receives all official filings for entry into the Commission's public

electronic docketing system.
M. "Emergency" means an unforeseen and unforeseeable condition that:

a. Does not arise from the load-serving entity's failure to engage in good utility practices,
b. Is temporary in nature, and
c. 'threatens reliability or poses another significant risk to the system.

2.1. "End use" means the final application ofelectric energy, for activities such as, but not limited to, heating, cooling, running an ap-
pliance or motor, an industrial process, or lighting.

22. "Energy losses" means the quantity ofelcctric energy generated or purchased that is not available for sale to end users, for resale, or
for use by the load-serving entity.

2l~ "Escalation" means the change in costs due to inflation, changes in manufacturing processes, changes in availability of labor or
materials, or other factors.

Zi. "Generating unit" means a specific device or set of devices that converts one form of energy (such as heat or solar energy) into
electric energy, such as a turbine and generator or a set of photovoltaic cells.

21. "Heat rate" means a measure of generating station thermal efficiency expressed in Btus per net kilowatt-hour and computed by
dividing the total Btu content of fuel used for electric generation by the kilowatt-hours of electricity generated.

29. "Independent monitor" means a company or consultant that is not affiliated with a loadserving entity and that is selected to oversee
the conduct of a competitive procurement process under RI4-2~706.

27. lntegratcd_I3sg4l§c; Plan" or "lRl" means a Ian I l nsi ere all 83j§l}'_jhgJdgmggd[1[_¢lgc\[i§;.pg)y§[
services during a specific period of time, including those r¢IHunJ: to the alTering ofeleclric power, whether existing, lruditinnal,

n r dem n suh 'her 'co s* atio c iccnc or do d r's use
c c storer whle l"C i7 » oh i t  n  o o lianc wi h laws u d r Vu sons at on -

I

I

I
I

n z n  r  I encrnti
strain resource sclcciion_.

2§. "Integration" means methods by which energy produced by intermittent resources cart be incorporated into the electric grid.
22. "Intermittent resources" means electric power generation for which the energy production varies in response to naturally occurring

processes like wind or solar intensity.
E. "Interruptible power" means power made available under an agreement that permits curtailment or cessation of delivery by the

supplier.
L. "in-service date" means the date a power supply source becomes available for use by a load-serving entity.
HZ. "Loadserving entity" means a public service corporation that provides electricity generation service and operates or owns, in

whole or in part, a generating facility or facilities with capacity of at least 30 megawatts combined.
11. "Long-term" means having a duration of three or more years.
34. "Major change" means anv new procurement effort or addition, retirement or modification of generation plant having a nnmcplnte

a ac t f me \ at for real I" t c dtion nl o u o control e ui ent th c . > w r
Agreement, or other event. such as a major forest tire, as set forth by the Commission.

35. "Milior Proicct" shall mean am proiecl greater than 50 meeawatts.
L. "Maintenance" means the repair of generation, transmission, distribution, administrative, and general facilities, replacement of

minor items; and installation of materials to preserve the efficiency and working condition of facilities.
L. "Mothballing" means the temporary removal of a generating unit from active service and accompanying storage activities.
3§. "Operate" means to manage or otherwise be responsible for the production of electricity by a generating facility, whether that fa-

cility is owned by the operator, in whole or in pall., or by another entity.
32. "Participation rate" means the proportion of customers who take part in a specific program.
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40 . "Planning Period" means the lillcen ( l3l-vear period in an Integrated Resource Plan for which resources must be planned to meet
customer load requirements.
"Planning Reserve Margin" rclbrs to the reserve margin required to opemtc a load-serving entitys system reliahlv.
"Preferred Resource Plan" means a portfolio of resource additions selected by a load-serving entity from amongst thos V to
in the IRP representing the best pcrliirming resource mix to be implemented in the Action Plan.

LL "Probabilistic analysis" means a systematic cvduation of the effect, on costs, reliability, or other measures of performance, of
possible events affecting factors that influence performance, considering the likelihood that the events will occur.

L. "Production cost" means the variable operating costs and maintenance costs of producing electricity through generation, including
fuel cost, plus the cost of purchases of power sufficient to meet demand.

45. "Relerenec Case" refers to the lOrecitst of load and associated m stem requirements, commodity prices, cgpiml costs and risks
representing a load-serving entitys best understanding of cxpeeted circumstances or median probability outcomes.

QQ. "Relilrbish" means to make major changes, more extensive than maintenance or repair, in the power production, transmission, or
distribution characteristics of a component of the power supply system, such as by changing the fuels that can be used in a gener
ating unit or changing the capacity of a generating unit.

L. "Reliability" means a measure of the ability of a load-serving entity's generation, transmission, or distribution system to provide
power without failures, measured to reflect the portion of time that a system is unable to meet demand or the kilowatt-hours of
demand that could not be supplied.

Q. "Renewable energy resource" means an energy resource that is replaced rapidly by a natural, ongoing process and that is not nu-
clear or fossil fuel.

in. "Reserve requirements" means the capacity that a load-serving entity must maintain in excess of its peak load to provide for
scheduled maintenance, forced outages, unforeseen loads, emergencies, system operating requirements, and reserve sharing ar-
rangements.

3). "Reserve sharing arrangement" means an agreement between two or more load-serving entities to provide backup capacity.
" cm n s"R s c Pla rs to s eton of s -side d-s tran s l a -. ~rvi -

liss nceclstinggr I vcn fn asgacuarin.
52. "Resource planning" means integrated supply and demand analyses completed as described in this Article.
8 4 . "RFP" means request for proposals.
S i "Self generation" means the production of electricity by an end user.
SQ. "Sensitivity analysis" means a systematic assessment of the degree of response of costs reliability, or other measures of perfor-

mance to changes in assumptions about factors that intluencc performance.
§_6. "Short-term" means having a duration of less than three years.
7 " i n i clTc .to" h s c iul d c  nnmi

local economics co hic I  one n ration rs s \ s

I n l r m i son fTccs n
c tmtion of investment capital. and th; ghilitv of

v

J2-
QQ I

I
I

ow-  c o n  r e s I ns  r v l  n r vi .
L i "Spinning reserve" means the capacity a load-serving entity must maintain connected to the system and ready to deliver power

promptly in the event of an unexpected loss ofgencration source, expressed as a percentage of peak load, a percentage of the largest
generating unit, or in fixed megawatts.
"Staff" means individuals working for the Commission's Utilities Division whetller as employees or through contract.
"Third-party independent energy broke' means an entity, such as Preborn Energy or Tradition Financial Services, that facilitates an
energy transaction behveen separate parties without taking title to the transaction.

go. "Third-party online trading system" means a computer-based marketplace for commodity exchanges provided by an entity that is
not aliiliated with the loadserving entity, such as the Intercontinental Exchange, California Independent System Operator. or New
York Mercantile Exchange.

92. "Total cost" means all capital, operating, maintenance, fuel, and decommissioning costs, plus the costs associated with mitigating
any adverse environmental effects, incurred by end users, loadscrving entities, or others, in the provision or conservation of
electric energy services.

I

c.

D.

R14-2-702§. Applicabi li ty
A. This Article applies to each load-serving entity, whether the power generated is for sale to end users or is for resale.
B. An electricity public service corporation that becomes a load-serving entity by increasing its generating capacity to at least 50 megawatts

combined shall provide written notice to the Commission within 30 days atier the increase arid shall comply with the filing requirements
in this Article within two years after the notice is filed.
The Commission may, by Order, exempt a loadserving entity from complying with any provision in this Article, or the Article as a
whole, upon determining that:
l . The burden of compliance with the provision, or the Article as a whole, exceeds the potential benefits to customers in the form of

cost savings, service reliability, risk reductions, or reduced environmental impacts that would result from the load-serving entity's
compliance with the provision or Article; and

2. The public interest will be served by the exemption.
A load-serving entity that desires an exemption shall submit to Docket Control an application that includes, at a minimum:
l . The reasons why the burden ofcomplying will\ the Article, or the specific provision in the Article for which exemption is requested,

exceeds the potential benefits to customers that would result from the load-serving entity's compliance with the provision or Ar-
ticle;



2.

3.

Data supporting the load-serving entity's assertions as to the burden of compliance and the potential benefits to customers that
would result from compliance and
The reasons why the public interest would be served by the requested exemption.

lI . . . . . . . . . . . . . . . . . . . .
I  I . .

-
.

timiaf

RI42-7043. Loadserving Entity Annual Reporting Requirements
A.

2.

I

a.
b.

c .

d .
e.

f.
g.

h .

i.
j .

k .
I.

m .

o.

2.

3.

'~e¢»4eewealamhepreweusealendar-year,
4.

Demand-Side Data: A load-serving entity shall, by April l of each year, file with Docket Control a compilation of the following items
of demand-side data including for each item for which no record is maintained the loadserving entity's best estimate and a full de-
scription of how the estimate was made:

I . Hourly demand for the previous calendar year, disaggregated by:
8. Sales to end users;
b. Sales for resale,
c. Energy losses, and
d. Other disposition of energy, such as energy furnished without charge and energy used by the loadserving entity;

Coincident peak demand (megawatts) and energy consumption (megawatt-hours) by month for tile previous 10 years, disaggre-
gated by customer class;

3. Number of customers by customer c lass for each of the previous 10 years, and

4. Reduction in load (kilowatt and kilowatt-hours) in the previous calendar year due to existing demand management measures, by
type of demand management measure.

B . Supplv-Side Data: A load-serving entity shall, by April l of each year, tile with Docket Control a compilation of the following items of
supply-side data, including for each item for which no record is maintained the load-scrving entity's best estimate and a full description
of how the estimate was made:
l . For each generating unit arid purchased power contract for the previous calendar year:

In-service date and book life or contract period;
Type of generating unit or contract;
The load-serving entitys share of the generating unit's capacity, or of capacity under the contract, in megawatts,
Maximum generating unit or contract capacity, by hour, day, or month, if such capacity varies during the year
Annual capacity factor (generating units only);
Average heat rate of generating units and, ifavailablc, heat rates at selected output levels;
Average fuel cost for generating units, in dollars per million Btu for each type of fuel;
Other variable operating and maintenance costs for generating units in dollars per megawatt hour;
Purchased power energy costs for long-tcrm contracts, in dollars per megawatt-hour;
Fixed operating and maintenance costs of generating units, in dollars per megawatt;
Demand charges for purchased power;
Fuel type for each generating unit;
Minimum capacity at which the generating unit would be NM or power must be purchased;
Whether, under standard operating procedures, the generating unit must be mn if it is available to run.
Description of each generating unit as base load. intermediate, or peaking;
Environmental impacts, including air emission quantities (in metric tons or pounds) and rates (in quantities per mega-

watt-hour) for carbon dioxide, nitrogen oxides, sulfur dioxide, mercury, particulates. and other air emissions subject to
current or expected lirtune environmental regulation,

q. Water consumption quantities and rates, and

r. Tons of coal ash produced per generating unit;
For the power supply system for the previous calendar year:

8. A description of generating unit commitment procedures,
b. Production cost,

c. Reserve requirements,
d. Spinning reserve,

c. Reliability of generating, transmission, and distribution systems;
i i Purchase and sale prices, averaged by month, for the aggregate of all purchases and sales related to short-term contracts.

and
g. Energy losses,

The capncitv. tvpc, locational, cpd expected term of demand-side resources otTered in the load-serving entilvs service area br the
previous calendar year:

§,_ By or on hehallollhc uti li ty;
h . . Through govcmmcnt-sponsored programs, or
9,_ Through leveleliself generation4o4heleadserviogreatkgis and

An explanation of any resource procurement processes used by the load-serving entity during the previous calendar year that did
not include use of an RFP, including the exception under which the process was used.I
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RI4-2-705. Integrated Resource Planning Process
A. Planning Period: Effectiveness

j , The IRI' shall consider a planning period of iitlccn ( IS) vcars.
2. An RP acknowledged by the Commission shall remain in eflircl until the acknowledgment ola subsequent RP by the Commis-

sion, or until otherwise established by the Commission through resolution or order.
Any proposal br a new RP or anv proposed update. review, or amendment to an existing RP must be submitted to the Com-
mission for evaluation and acknowledgment. An update. revision. or amendment to an IRP in whole or in part. will not enter into

Com is . .elTect until it is aekn wl
B. Schedule and Filing



I .

(  o

By April I of every third year, each load-servinfz entilv shall submit for Commission acknowledgment an IRI' proposal in ac-
cordance with the provisions of this Article and applicable Commission resolutions and orders. In the case of a substantial change in
the cnergv demand or group ofrcsourccs, the Commission may order that the review of the next IRP be enrried out belbre the three
(31 years provided here lo respond lo and/or mitigate such changes. Al anv moment prior lo the threevear liline requirement, a
lo -s rvin e ti l .  ma su mi sed updntc, amendment or review to an acknowledged IRP. ns described in Section

c.

RI4-2-708.
2. The tiling of the IRP shall initiate Xl proceeding al the Commission pursuant to the provisions of this Article.
Integrated Resource Plan Filing Structure and Requirements
I . The IRI' lilinq shall be comprised of a main body and accompanying technical appendices.

a. The main body of the IRI' shall be written as a coherent, stand~alone document designed to allow informed readers sul`-
i inbrmatnoudrs n the essbwieh lon erv ntivcn o »ermrso re' nn an

the ev outcomes th l resource laxnnin . h main bo sh II h r ized nl th l ow .
Pun One -. Introduction and Summary olConclusions
Pan Two Planning Fnvirunmem

T ' - .  r c  so
P o u -  .x" i1 9 I
) iv s N wAs s
Pan Six - New Resource Options
Pam Seven .. Assumptions and Forecast
Fan Fight - Resource Plan l)cvclopm9j1l
P r ln i - `aveztsa d mi l ons
F c  -Work I

q od h iu ii
Part l'lcv¢n .. Action Plan

- O l r ns
"n su cc 9 I in c

r i n i '
< au ch- lol

in
II

>rr
IR

n
ndi

i nd ic  Q i  c
hs: \ hodv I  t

!sd..c=;sQsLrssuzIann1nz,
Qhalinclu c a l l "  to at

l i l " ollowi i al I
'  " ic
inucdi

i d ~ l  i s l II b . n
talan m lcradix -  ' r i Ach I t o

on 3- cwblc c~vPrc

nlDl. . i  CR
d  4l  l

w

6 - Io q
.  I

`o

d
Appendix 4- Dem nd-S sour CO

i - 'xiali .u
. I i r rma Io

I I ' i r l ' r ur l n . 1
' i or-Ii.rcl p ' I i I I  4 ccif i ull i cnll | ' l r

1c vclu mc c  r o 4 RP.
sI q() cc v I c sc "our • 0O nl e' nis  u I i

rovi d.

II be rovidc nf s ch I m k nv ilablcthe cntir
w t

l rnc - . al v " l o c
readily accessible, an electronic copy of such source documents shall be provided along with the; IRI' tiling.

a Si rue cumc c  ns4t of stud c n hoo periodical or o c ublication blc l /  a ih lc or
r i . et i l I ax - i l iT nl avi . I wo  th l~va w fm uchs  u "  oc
relied upon in the development of its proposed IRP. All pages which are ncccssarv lo understand the relevant panes

o tc x s o t ' . c
a c c  u p * f d r ri on suv vhallr

c u .l the Ina -s rvi
a comen . III cc um

d.

I l iq cr  vi d

Z.

make q reference to the documents used lbr the development of the proposed IRP.
Work papers and models relied upon hv the loadserving enlilv in the development of the IRP shall be filed concurrently
with the RP.
l . We k rs wh her Vail le i e l c l n

und viable links shall be left intact.
The load-scrvimz entity shall, al a minimum, provide 1hsr following work papers to the Commission:

i . Load Forecast Development work papers,
i i . Fuel Price Forecast Development work papers.

R s ur c an modeln ut file .
iv.

Vi

Resource Plan modeling output tiles as used by the load-serving entity,
Anv postprocessing or antilvsis work papers used lo assess the Resource Plan modeling output files, in
cludinu financial models used to calculate the present value of revenue requirements, rate impacts. or

lt r e al lem nl.  of  he RP

e.
vi . Electronic. spreadsheet-buscd versions of all tables and ligules as presented in the RP.

The load-servine entity shall provide access to the modeling sohwarc, including license to StalTotlthc modcllsl thcv use,
at a minimum. and to provide. as an addendum to the filing, inputs and outputs and/or saved run files from the models.
Such access shall be adequate to enable the Commission lo rcplicutc the results and may include the load-serving entity.



ii
to tak hol ina 8

manipulating the computer model according lo instructions or input from the Commission. Rcasonnblc access shall also
be provided to interveners. If the loud-serving cntily seeks to limit access lo the program or application to intgrvcnors, the
Commission will determine the appropriate acccs$ to the program or its output.
The load~scrving cnlitv shall use modeling sohwnrc that meets the ibllowing criteria:
I . h re re no echnica or I' barriers rovidi in ut4 and o l u 4 o th mo

i b l  t takeholdc .
2.

esow d so a
The utility can provide the modclirw parameters to stakeholders,

e s w r n 4011 Iv mo a l s rsources in Iudin
s  r e .

4. The sol1war¢ can model at hourly and sub-hourlv timescales, and
ales pro timiz r so ts .

i is II on co I  lc run n M u I ! ve
nr u I l l I -s rv c  . a

q prolcclivc order as prqvidcd in Section
. o co

3 sothvarcisc abl of modelin x res rcc 'lremenl
When lilin its I  P t I d-s rvi nti v I I  s i mu e usl uhIsh to P
w' h wh ho b sented i a 9  I n c  m r c hc i  I  w  .
Qlv withhold information from reporting with Commission approval. under

t  . ' 1 I  o v 1I hR .  7  7 l f as 'dcnti

RI4-2-706.
Al o scrvi

Integrated Resource Plan Requirements
S xll b i »cwc . . " \ r  I i lc  w #4 w . 1-7

lb wiuho d al Pml Iuct

h5

uq

lh

to I wi c ds l
vl "I | " ' " *~w c t o re .r

a r I  i th \ i l c i ii tiT 'hoi 9 I wen

> vatl ivlas r n <inc'i l

A , Planning Environment: lhc RP shall include I\ description of the various currtnl laws regulations. and other rules that might affect
n decisions Qwcll so i t " l o . d r core lnn r i .

. .Qs tion~a I r ib l in I  s or nic I .
re p br v •
vironmen al st on  c
In i r o  .

T iw"lo 4 a l soil I lhRl
c owl J v4l r" l l  P

m anin \ i  sh l lc cn uvi  c c i t on nrici
rio 'r f* )C R

e ons m I o
P I nn in whi I mnv in lu c I s IIin Cr 19 b 1o lb a

ITb* c nnn h n

a or : Th a -
f rec sts lb h h

Igor whi . I  r e in Ibrca<t Q
. T ~ I ;.LI rcasswiII inc l  c Iowin iIm

v I - 0ufq o
V'r 9

)

tclv Orr Qi on
l

c r  la\ind Q ric so 0
l

l c Crn car c
r lc bent 9

on IThe load-<ervi Ie so Ire be l  c of luluHeeldF r e asstenrol hall r e

cc IN Ice.
9 rrby

r min I II..'.1in i tL Yl'1.I o I !. 0 *aA Ll l \ . I I I
ro i o co c

xw c \  clon.  T I 'J An4 xI II "J I *J I* 1.1 1 II l  III Iw who c 9 ' I

through lhc planning period; and

co c ex Cl qw c to et n tnalr T1 I '  boy l
ro cn

d.
4qqo l

lh h lh In ni od

Di aio of thc lo tiwrecwf o co o w i c ad a l  e nd a  e  e c
and a compononl assuming the change in loud due lo additional lbrecastcd dcmnnd management measures;
Analysis and consideration of the impact of:

F xs i n -Si e e re s i s siled
U

frco§ihl one o th . l f s e o

2. Technical losses in the load forecast, including the eleni lo which the forecast includes lhc effects of currcnl and

lnnnc t oh src uclion ro
3.

g
Non-technical losses in the load lbrecasl. including the extent to which the lbrccast includes the effects ofcurrent

d l edit - i c l l o s uc n
¢v r nre r iotoh II en l( ) he lr s l e o feri

lomcr class a

f

g,

Histori ak d m n and c or . l islori
the IRP Planning Period und shall include:
I . he total nn I  'I  c cit oration and s I r r lhc i l l nd c ns i i l r  L oh

2. The coincident peak clectricitv demand br the uiilitv and each customer cLass.
Dncumcnlntion olalI sources of data. analyses, mclhuds, and assumptions used in making the toad Rvrecasts. including a

description of how the tbrecasts were benchmarked and iustitications for selcctinsz the methods and assumptions used.
An evaluation of prior load forecasts provided in the most recent RP. including:



I .

2.

Ont c for load onzc
2.

Assessment of the annual accuracy of the previous forecasting including a comparison of ibrecasled versus actual

49!.=!;
An explanation of the cause ofnnv $ignifi¢ant deviation (meaning more than 5%} between the previous lbrccasts
and the actual annual peak demand and cncrgv that occurred; and

3. An ex I ion l he im h I his 0 c dcm d-side csourcc< h
The load forccwts will be conducted in accordance with the allowing eriterig;

a. A reasonable set of axssutnptions br economic and/or end use vnriahlew shall be included in the devefopinent of the

. .
I| a0 Ql  e lU rcca4 chl ol=.I l1%I ¢ u I °. l \ | I I l .J I

c .
c c

l " s l
I n s

iv r m cl lhc cntil "s c 14 omcrls cncr v and
dal Cd un cclion RI4 -7 V :

| o  the  o so .
A

i

S

s I 9 i 'sllnwi

long-lenn load lbrecasls.
ueloa for c:L.<

I cch n c.
is tin Re ounces: cl ad-4 vi nu s cscri cxisti res

irements. The IRI' shall inclu h Iblhwin which ma inclu
dcscri o  o f dcm -sider so c i i be n1 I men

scr lionolhc cncr' so lvf r cxis in lv-s ere ourc
. This wclions all cscrihe each so -s.de rc4 ur

I i i  -  wncd ncmti
2, Wholesale power purchzwc tramsactlons that are one (I) vcur or longer and a dcmilcd discussion of the transaction,

Ind l I n r i i ..l11 revisions sourccoIthc owner I s urcc undolh~r
31van nb _tjgg;

ocn ii nds II own rdc
4.

s t  I q  r  e q a

l ~
nII | Q

n

. \
Q U O

i c ab lc  n
q .

idcr'souc'4h II cu
cs c ~. i *K J  H

cah i  i
' ~c1 hr

Distributed gcncrulion;
P Olin 1 coordinulio a rec

6. Any other supplyside rcsourqcs.
In addilinn lhc lb owi v n ormmi cone
s cadil vailu - .

ic so
r'n bl 1 11  I L1. 9"x ! I I  I

b i t  c  R I "
. cwur l

c a v i I oil
n I u l f s lf v 3

4.
5. )I o rvin ni lh r rv  lc  r  cv  d

v

Fuel tvpc,
enc

d I r orb ac atom r
ocaai is ric o i  I
o o i l allio as

q
8.
9

R¢m4b1inx§¢_LvIs¢ life;
l c i lc h wn I

iI a on mc 4.c \ l l f e  nc lu in

eI nd

v r n
&Mcs\ dn rs rMW

rMWh cldi a of cc ad

I . e rcc in
12. t or contra at to e I f  wal
13. Average annual heat rate over the l:L4l Iii (5) vqpq;
14. Currcnl hel cost in dollars per MMBlu,

1
d  II r s

9c ~; in dollars Cr M h inc din

v ri bl r  i a
` ii m nal r du ii n cost i

variable O&M costs,
A i" e  U r» s ciz l<aL§nd

ivlri cO McosQ uturc c rsl rou hl

g

c.

18. Current fixed O&M cost in dollars per kw;
19 Avers c n a lc  i x e dilur ver hcl 91 ve ear . la
20. Average annual water ¢onsumplion, source ofsuppliW water.
This section shall also include an assessment of potential cost-etYcc!ivc rcliremcms of all u1ilitv-owned resources in-

l o c Il caI in the costs 4soci l with incrcmc a d rccialion ex c scs o Nevi
l. For each r¢lircmenl reviewed. lhc load-serving eminv shall

i. Describe the replacement resource need, possible system reliuhilitv impacts, and corrective actions br
u im acl "md

2.

|.

ii. Evaluate at least one retirement date that is within the resource acquisition period.
lldiscontinuation. decommissioning, or mothballing of and power source or permanent derating of anv generating
lhcilitv is expected. the loud-serving entity shall provide:

i. Identification of each power source or generating unit involved:
i . h co . s d s R i s ule ca h discontinuer son deco issionin othbn i

iii. The reasons br each discontinuation. decommissioning, mothballing, or dcrnting,



3.

radix 5:I i Q  Mo rA's

c vimi

For the purpose of idcnti fving existing resources that polcnliallv are not cost-cfTcclivc as compared to other rc-
sources available in the markcl, the load-scrvina cnli lv shall compare the costs and pcrlbrmancc of each of its ex-
isting resources (ulilitv-owned and contracted) to the costs and pcrlbrmnnce of gcncric resources. including energy
eflicicncv and dcmnnd response nltcmutivcs. The load-serving entity shall also conduct computer modeling that, at B
minimum. evaluates retirement ofench existing generating unit. and retirement of combinations of existing gener-
ating units, under at reasonublc range of scenarios during the resource acquisition period. INc load-serving entity
need n t odell rctre t  o f  n e x in o ne  t i t  \ ni t  Ila  s ere i anal sis s w h i t  o c l eco-

nomic compared to replacement resources.
T c f olluwi n o ion acc i h x.9l. n su I wide res u esh I
I . All inibrmulion in subsection lb) above:
2. Dates for renewal of operating Iicens¢s and pqmtils, lo the exlcnl appliclxblq;

i n  in echo wih n l  r  \4 "so i *
cac ' l i lI l o I ' r e  u i r cnl. o

s l i c i  l 10Fx c e l4. ca tal md o em in
: c a  e

. .

vion 0( c Iand sul! from economic restrictions ra ~ cs in lc l c s c x c
men:  I

reso f  O

cos leo

etuilc des ri dion ol1h°rcsulls
c ac a u" /arc r

. is I  !y.ggQ_¢mn-id
nat l c f l l w i c ' I »  "

ssfor cum lincc wil n o

I . |  v i a n I Into n c  a  r e  u i r c m 4 the~cxt n a I b l
Expcclcd vcarlv nonenvironmental capital expenditures for the first (Cn ( IO) vcnrs olth¢ Planning Pqyiod, inclgdiqg

vi m r nv c nlstnn i i I ice  r  . "n ns m f . l l If
f i l c h cslolh russo c c < t  a CI. l d.nc * l c ac knowled mc ntuf *

qxpeclcd to occur prior lo the tiling of a rcvi¢w, qpqple, or qmcndmcnt, including;
i . dcscr lon  o f  ac  I c o i  I r o c c over . 000 000 ex c c  d in  h  next  l i ve  (So vc ars ;

sz
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Resource type:

o ion e c
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4.
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6.

7.

s .
9.

Fuel type,
Capacity factor for rcnewabh: on¢rgv resources:

Effezclivc load carrvimz capacilv I ELCC) or capncitv contribution to pac k;

Ownership inibrmalion. including the portion of the resource owned be the load-serving cntitv, by a private proipct
developer, or by a customer,

Anticipated service life:
Heat rate

10. v  m i  h t  c i tal s l

l  l . Fixed operations and maintenance cost,
12. Nonlircl variable operations and maintenance cost: and
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scowl dncum no kc modclin ssum lions a
Annual Incl prices For each delivered Incl;
Annual emission pricqsg
Fconomic conditions:
Environmental regulnlion$.
Olhcr non-environmental regulations, including renewable portfolio sgmdgrds;

c o  o a lavii U il.i discount rule or w'i h

2.

ofr  incli v n r

g. Annual dcbl limitations.
The RP shall also idcnlifv lectors that will significantly inlluencc kcv lbrccnsts (including clcctricilv demand, clcctricitv con-
sumption, fuel prices). and develop a range of possible oulcnmcs for lhosc forecasts encompassing at least the lich (Sth) and
ninctv-liRh (95th) percentile outcomes as understood by the load-serving entity.

Oct: o ldincl c e o c so le  c  s  e dll loa -servi c
l. Economic conditions,
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2. Environmental regulations:
. han cs in ustom r loa n se v

4. Customer-sited distributed generation;
5. Fuel prices.
6. Fmissions costs: and
7. Capital costs.
For oh forc st.thcl Pshnlli coif ref~r c ase to coast and des beth as h r reczuilr n ci nt f i .
The RP shall consider ml,i.ljiple scenarios that encompass the reasonable rang; of possible outcomes fOr unccnain
lbreeasts. Scenarios may combine key lbrecasts in a manner that enables a reasonable exploration of the range of Ibre-
seeablc risks to the safctv, rclinbilitv, pnd aflbrdahilitv of retail services. The lRP shall consider a sutlicicnt npmbcr of
sec rios to bot d . rb feast Ie or ikc ts of brec st s w l  .  C turcawide e ossibl ri .ks.
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combinations assessed represent a reasonable range of risks.
To the extent that the load-serving entity relies on explicit or implicit relationships or correlations between forecasts,
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minimum, the tbllowing supplcmcnlnl information.

L A l a lc of annualca ci con r us n
c" lc Io r °

b al 4. s b source
iv.
v

asr

A table of annual fuel consumption by Iucl tvpc,
ashflow table com rised of nnu I s vnlu to  a t in u u ' I
er on t s wi o  c a i 4 t c t u e n d on i nv i t r -

sons and maintenance, total generating unit fixed operations and maintenance, fuel inlr§5truc1urc opera-
tions und maintenance, CO2. NOx, S02 emissions, water consumption, fossil fuel power purchase
a rc m wblc \eruct me n .

I n vlomn i
Th RP .h l i x i M d l ev l je - s  eso r an hat t customer needs under t e
reference case scenario and various future scenarios II the load-serving entity docs not use n Capacitv Expansion Model

d°v~ lo je s-  si r  ounc e lens the I o - s r vin ti l st eek d re  iv wav rlrom the ommission toue
anv other kind of resource plan development model for this purpose. in which case the Commission may adopt through

. . . . . . n . . T

z.

rso n l a o r i t e r ~ u l
presented in the IRP.
I . The Capacity Expansion Model shall. at a minimum:

i. Seek to optimize the present value of revenue requirements over the planning period,
i i . Consider demand-side resources in a competitive framework with supply-side resources;
i i i . Recognize all utility-borne costs associated with the development of new resources:
iv. Recognize all utility-bomc costs. as well as avoided costs. associated with the retirement or modification of

existing resources.
Costs that the load-serving cntitv has incurred or committed prior to the commencement of the planning period
(including, but not limited to, existing plant balances, committed capital expenditures, and ra1e-based costs) shall not
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c

6.

7.

o Si c

be assessed in the Cqpacilv Expansion Model unless lhcv are spccilicallv avoidable ihrouqh lhc procurement of new
assets or relircmenl or modification of cxisiing asscls.
The load-serving enlilv shall use the Capacilv Expansion Model lo develop a comprehensive sci olrcsourcc plnns to
include a wide varictv of supply-side. cncrgv cfficiencv. and demand response resources.
Supplv-side resources shall include various options Rmr early retirement of existing power plants, Tor refurbishment
or repowering of existing power plnnts, and br deferral ofncw power plants where feasible.
S11 iv-side resources shall a s include a Chan es in c or smission or s  r ib  Io  s  s  m
generation resources or are neccssarv Igor the maintenance of salem reliability.
Energv ~.;flIcicncv and demand response resources shall include programs with a vnriclv of dillbrqnl cost levels, in
order lo insist in the idcnlillcalion of all costelTeclivc cnergv and demand r¢5pond resources.
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Fach resource plan shall be designed to ensure hut the load-serving cndlv complies with the Clan and Renewable
Encrgv Standard requirements oIArticle 18 of this Chapter.

Ea o the  es C s sul th es Pl V o i I I s Si vi
annlvses exploring 0 reasonable range of uncertaintv in lbrecast assumptions. the purpose is to examine the robustness of
reour land r ntheo i i  i zati o nu si s i h  w c h ln h  c l s .  l h t  ss  m i ns . "
1h.a nd h°lRlj.§b3_x nc

s's i ' it"nn assess fro co etho s oh sris lclcd sinn uncen n ics in th' bllowin
rI. nsili i i9 l "

i l r 44.
la¢coslsoldcnmnd m n ~:msn;msnanma.ans1.n_L~sr;1annJx;ii.
T vna ltol4ourccso vwcr

v.
n g..

lv ~1i< l '  I i
I c w

| . d \ ren

ons
4vi ha v hiT

v. .
c  ssConstruclo it sts nd o

I

N O d nc c i i 4 " l i i
I .4 c . as 4. i v . r  -

r tonal cncrafun tr  ~smkson r  c c

vii i . r f U I d s

dcsc lion nd on l s..ol1v ilbl me n< r a  in  I
I  z i h.  '  I o b uch ob! " iiionu f it in

" in e i  i N urtici i i

r 'feII

i

l r  m o vol acl  c s o  cr  \ l) l | .  q v ln

\

ans!
. n

Io -scrvin mil shall

I lc  i n t  9c'c ' i v
c  c r re ctw I

1

H.-

9 s es t ed  brecole
2.
3. do  in

P l e -
wclcciio cril i n.
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plicntinns, financial impacts on the load-serving entities: opportunities lo site renewable lhcilities in commu-
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Th I RP all in I edc t di 9.0 c oflhe abov~l tors su n is erred c rcc 'in. Th '
lo d-Qc n ni l o lo se a that isn >l lh lowest cos! rovided al i n d i n s rscnls a de-
lailcd description of all lhc criteria and reasoning used lo select lhc I'rclerrcd Resource Plan that is not the lqwesl
cost.

Caveats and Limitations: The IRI' shall include an annotated list of key cavcat§ and limitations of QUO annlvsis, including the impact, of
race in t e d I i ech i. e  r e lat and rdectexecution . um ii) s and os s. Th' u :so of this sotion ~4 t

illustrate the loud-scrvim; entity's ccrtaintv with respect to the Prclbrred Resource Plan.
Work Plan: No more than two (2l vcars following a loadserving cntitvs most rcccnllv-submitted RP, the load-serving cntitv shall lil
with Docket Control a work plan that includes:
l . An outline of the contents of the IRP the load-serving erltitv is developing to bcfilcd the following year as required under Section

R 14-2-7051 Be:

the loadservinrz entitvs method tor asscssina potential resources,
l esourccsof t e od-c in en ' u e t um I o  s  n
stakeholders, and
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An outline of how the loadserviniz entity plans to ensure significant stakeholder engagement, including the timing and extent of
ublic " " o vi in c 'S ' t  i t 0 " " t I )

plan.
roc ss owiths kchol ersdurin hcl Pdcv I mrov ide rule to  run i i
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lithe ashli's ri h toa es . lb wil the u

The lo d-scrvin entil u
the lbllowin u  oes :
l . At the beginning, to collaborate on the planning approach. priorities, and evaluation criteria,
2. Prior lo extensive nnnlvsis. to discuss model input assumptions and analysis structure;
2. Post-analvsis, lo discuss the results and draw conclusions about the import oithose results, and
4. Alter at final droll lRF has been developed. no present findings und the resulting actions before it is tiled with ACC,
The loud-serving entity muv provide additional meetings depending on the level of interest from stakeholders.
n or r to m esc etin s Cc iv ta ho ers must ave C s  o ertin nt a no u i mu n  i n

and assumptions, ifnecqssarv under u reasonable non-disclosure agreement or protective order to IT ' iv  l  b  I n  cs
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Following each meeting, the load-serving cnlitv shall provide meetings minutes. or if possible a recording, for future
relbrcncc by stakeholders and to ensure that the utility has future access lo all relevant inlbrmation or concerns raised
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ives l111 a s f i df  u ds based un the l'rcl1:rrcd Resource Plnn. This should includcatuhlc ufkcv nc-
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I - " r en tTi . n itiin re uirmcnL cnnslruclio aclivil s e uircd sludics an
oih¢r si§nifi¢an\ events. Although such summary and table shnll provide the load-serving cnlilvs suggestions br spcciliq" t in $ l lb ; l§ I . . . . . 9 . o . .

Q;c H i s ho e " bvc
I . The action plan shall cover intended acquisitions oldcmandside, supplyside, transmission, distribution.

i.
ii.i"

iv.

v.

3.

4.

and/or fuel
f struct re eso re .. r tire d/  r  r a f i ts c xi  i n on rail r sources cm c into rcnc oti son r

c sat in  o uwer q e .  n n .
to ction idcntjlied in the action plan, the IRI' shall spccifv and provide:

e ex c calen r 11 or n w ich I c to will be o c ce
The expected calendar year and quarter in which the action will he completed,

nes emits nd thrre ulat act s t r  r i n a t  n o . l c
For an major expected resource acquisitions, retirements, retrofits, or power purchase agreements, Lhc
ctio I 4 I rov i i  or ma on he cos I  he n to o a c  I r man in t o

tiaa;
The anticipated impact of the action on anv relevant performance metrics established by the Commission;
m

vi An other informati n r ui c b the mi  so thr ou r Iutio r  r d r .
The action plan shall cover the live-vcar period IOllowing the Commissions aeknowlednment of the resource plan. Anv tgven
action plan will remain in effect until a new action plan is approved as pan ofa subsequent RP proceeding or until the Commission
5tat¢s otherwise.
The IRI' shall provide a status update on the implementation of the action plan in effect at the time of the tiling of the RP (or the
most recent action plan. if the Iiiinc of a proposed IRP occurs after the expiration of anv previous action plan). This status update
shall include the IoIIowing:

a. An itemized list oleach element otthc prior RP action plan;
lm. A description of the load~servinq entitvs actions taken to execute each action item:
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Anv chances lo dale in the timeframe ofexpccled cnmmcnccmcnl and ¢omplelion, pemlilling or regulalow r¢quircmcnl§,
or removal nflhe action ilium b§cd on intervening events.

d. Anv changes to permitting, engineering, or construction processes of major projects already in progress: and
e. A description of the crust: of anv changes to the prior IRP action plan.

T  c ac i  n L s a l laso avi can cx lunation ith su n documentation of the nv c o c lculn ion. avoi ed .
must be calculated tor each year in the forecast period. The avoided cost calculation must reticct timing lactors specific to the
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RI4-2-7041. Commission Review and Acknowleqggnent of Load-serving Entity lntegfnted Resource Plans
A. IRP Prevailing Process .. . . .

. . .. A

1 cri form
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AI  lc  to arh br th nextlRP is uc lheC ml "psi m sch ulc  n  or or I oh cal conlbrcnceslo
e di l e clhodnl n l  i s  on lc I u lc  b hcl ad-ucrvin cniil for iL< ncw I P rn 4 .

q. In schcduling \hcsc technical conlCrcnc S the Commission mn re uircaln - 4  vi n l l  .
motion regarding the dcvqlupmcnl oflhe proposed IRI'.
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B. Review by Staff
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Wi in thro 3 months of the sub mi i n of rclimina RP Staff sh II Lil r
regarding its statewide review and assessments of the loadserving enlitv's IRP.
II a loud-scrvinn entitys submission docs not contain sufficient information to allow StalT to analyze the submission lullv Tor
compliance with this Article. Staff shall request additional inlbrmation from the loadserving entity. including the data used in 1h¢

-slod . cntit sun Iv 88.



StalT may request that a load-scrviniz cntitv complete additional analyses to improve specified components of the loadserving
entitys submissions and nmv request a technical conlCrcncc with the loadserving in order to gather inlbrmation regarding the
mcthodnlngv and contents contemplated by the utility so that the Commission can :LQscss the quality and robustness of the utililvs
analysis.
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review be stakeholders and the ACC and lo facilitate consideration of the loadserving entitvs resource ultemutivcs. II a
load-servin' emit s suhmissiond tcontai u i. ie inlhmntio lo lows o I I Z h s  b sign II . fore m-
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4.

n ov c t c oldcrs duri the efilin occ.§ r IR
i iliad a d durin the cri in rd r t <is i n i or  4 rs ns obta i cvi once co ce in th lc  rate
resource plan, including, but not limited lo, the rcasonnblcness and prudence of the plan and alternatives to the plan raised by in»
tervc in Artie . Data r tech b r c liv or ~:h II n \ 'sub itted to D cket Control wil of be o t: o I i
ins cction or otherwise ade uhlic ex c lu onu rd rof the Commission c fl rwy ten o 0 i 4 rvn»c it  .
Interested gakeholders shall have the opportunity lo agree lo reasonable terms of n protective order in order to gain access to
protected intimation.
Coniidentialitv and Protective Orders: la load-serving entity believes that a data-reporting requirement may result in disclosure
of coniidenlial business data or confidential electricilv infrastructure iplbmtation. the loadserving entity mov submit to StalT B
request that the data be submitted to StafT under a protective order, which request shall include an explanation 1ustifving the con-
lidentiul treatment of the data.
Supplemental Information: A load-serving cntitv or interested part may provide. lbr the Commissions consideration, analyses
and supporting data pertaining to environmental impacts associated with the generation or delivery of electricitv, which may in-
clude monetized estimates olenvironmctttal impacts that are not included as costs for compliance. Values or factors for compliance
costs, environmental impacts, or monetization of environmental impacts may be developed and reviewed by the Commission in
other proceedings or stakeholder workshops. Similarlv. if comments from interested stakeholders indicate additional information is
appropriate, StatTor the Commission may request such inlbrmation loom the load-serving entity.

5. Effect of Commission Acknowledgment: While no particular inure ratemaking treatment is implied by or shall be inferred from
the C`ommissions acknowledgment, the Commission shall consider a loadserving entitys tilings made under RI4-2-706 when the
Commission evaluates the pcrlbrmanee of the load-servine entity in subsequent rate cases and other proceedings. Although decisions



regarding whether lo allow a utility to recover from its customers the costs associated with new resources may only he made in a rate
.case proceeding, acknowledgment oaf IRI' is relevant lo subsequent examination of whether a utility s resource investment is prudent
and should be recovered from ratepayers. lust as acknowledgement docs not guarantee favorable ratemaking, a decision to not
acknowledge an action item does not constitute a preliminary detcmiination of impudence. Thc Commission can nevertheless consider
whether a landserving cntitv has proceeded with an expenditure that has either been exprcsslv rciccted or otherwise not acknowl d ed
by the Commission when evaluating the perlbrmancc olthe load-serving entilv in a subsequent rate ease.
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RI4-2-7025. Procurement
A. Except as provided in subsection (B), a load-serving entity may use the following procurement methods for the wholesale acquisition of

energy, capacity, and physical power hedge transactions:
I . Purchase through a third-party online trading system;
2. Purchase from a third-pany independent energy broker;
3. Purchase from a non~afliliated entity through auction or an RFP process;
4. Bilateral contract with a non-afliliated entity;
5. Bilateral contract with an affiliated entity, provided that non-affiliated entities were provided notice and an opportunity to compete

against the affiliated entity's proposal before the transaction was executed; and
Any other competitive procurement process approved by the Commission.
R : hal e k to satisl' alo nt ' . sicn c s de ed ctr

.ue.Assc anRFf ' sal vne l c o u I th n
v nifnotloc d her s oudhc c i t  dt  co e tc  e  c '  i t  l  rc fc  C' . it -
u .. wh o v  to  . c c Io ben lred size tra. c  F  s  I

looting aiswplv-side onc§_g41 §hallnQLlzc limittg no "dispatchable" resources.
go A load-serving entity shall use an RFP process as its primary acquisition process for the wholesale acquisition of energy and capacity,

unless one of the following exceptions applies:
l . The load-serving entity is experiencing an emergency
2. The load-sewing entity needs to make a short-term acquisition to maintain system reliability;
3. The load-serving entity needs to acquire other components of energy procurement, such as fuel, fuel transportation, arid transmis-

sion projects;
Thc load-serving entity's planning horizon is two years or less,
The transaction presents the loadscrving entity a genuine, unanticipated opportunity to acquire a power supply resource at a clear
and significant discount, compared to the cost of acquiring new generating facilities, and will provide unique value to the
load-serving entity's customers.

6. The transaction is necessary for the load~serving entity to satisfy an obligation under the Renewable Energy Standard rules; or
7. The transaction is necessary for the load~serving entity's demandside management or demand response programs.

GQ. A load-serving entity shall engage an independent monitor to oversee all RFP processes for procurement of new resources.
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R14-2-706Q. Independent Monitor Selection and Responsibilities
A. When a load-serving entity contemplates engaging in an RFP process, the load-serving entity shall consult with Staff regarding the

identity of companies or consultants that could serve as independent monitor for the RFP process.
After consulting with Staff] a load-serving entity shall create a vendor list of three to live candidates to serve as independent monitor and
shall file the vendor list with Docket Control to allow interested persons time to review and file objections to the vendor list.

C. An interested person shall file with Docket Control, within 30 days alter a vendor list is filed with Docket Control, any objection that tlle
interested person may have to a candidate's inclusion on a vendor list.

D. Within 60 days after a vendor list is filed with Docket Control, Staff shall issue a notice identifying each candidate on the vendor list that
Staff has determined to be qualified to serve as independent monitor for the contemplated RFP process. In making its determination,
Staff shall consider the experience of the candidates. the professional reputation of the candidates, and any objections tiled by interested
persons.

E. A load-scrving entity that has completed the actions required by subsections (A) and (B) to comply with a particular Commission
Decision is deemed to have complied with subsections (A) and (B) and is not required to repeat those actions.

F. A load-serving entity may retain as independent monitor for the contemplated RFP process and for its fixture RFP processes any of the
candidates identified in Staflls notice.

G. A load-serving entity shall file with Docket Control a written notice of its retention oaf independent monitor.
H. A load-serving entity is responsible for paying the independent monitor for its services and may charge a reasonable bidder's fee to each

bidder in the RFP process to help offset the cost of the independent monitor's services. A loadserving entity may request recovery of the
cost of the independent monitor's services, to the extent that the cost is not offset by bidder's fees, in a subsequent rate case. The
Commission shall use its discretion in determining whether to allow the cost to be recovered through customer rates.
One week prior to the deadline for submitting bids a loadserving entity shall provide the independent monitor a copy of any bid pro-
posal prepared by the loadserving entity or entity affiliated with the load-serving entity and of any benchmark or reference cost the
load-serving entity has developed for use in evaluating bids. The independent monitor shall take steps to secure the load-serving entity's
bid proposal and any benchmark or reference cost so that they are inaccessible to any bidder, the load-scrving entity. and any entity
affiliated with the load-serving entity.

.I. The independent monitor and lontlservn nil . .  l
and lOr_pu.hlic comment on n.fw;s9db wl \Ma

kg. Upon Statlls request, the independent monitor shall provide status reports to StafT throughout the RFP process. I
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6.

R14-2~l80l. Definitions
jA. "Affected Utility" means a public service corporation sewing retail electric load in Arizona, but excluding any Utility

Distribution Company with more than half of its customers located outside of Arizona.
18. "Annual Renewable Energy Requirement" means the portion of an Affected Utility's annual retail electricity sales that must

come from Eligible Renewable Energy Resources.
" zora cd t ' -nc son" means h n r d f m Dedicated all ws:

1., If that 'n rati d l o . a  c a lt ect U I ` rzona load t rizo c i t
Qenergtion is the sum of fill rcncwnhle energy loom Dedicated Generation., plus the encrgv from the remaining

di Generation ro n t redo v m i i  I  ' i lh n v r oduc each cncrator t the i i
f l iz no loa r d the oner uced bt Cr n'w I  cr ier * . c t
c w h u reduced or m h rem inn -renewable Dedicated e eruti

If that generation produces less energy in a year than the Affected Utilitv':4 Arizona Load, power purchases by the
J it the ar not ic n bn a enecdcd cel the Allectcd tilit"s Ariz nu O

t e II i i l nd ear  h ons ered D die cd en rati n we mission re ul tot 9 e led
Power Rate,

"  r i no o1"m c c ta- r f e le t r i " r i d it o Ar.7 r  t i l
customers. plus line losses, minus load that has Renewable Energv Resources dedicated to serve u particular customer,
provided that the particular customer retains the Renewable Energv Credits or the Renewable Energy Credits are retired on
their be l e Affect t l i t rt f a vo unto r r uc  or je not used o i wi
un law or regulation in anv jurisdiction.
"Base period emissions" means the average annual metric tons pf carbon~dioxide that the Affected Utilitv emitted into the
atmo here fro isArz no Dc cat d enc to ur n c  r ec  r i ver - al ndar- ca erim ol20l6to" 8.
"Clean Energy Credit," or "CEC" means an instrument. in a physical or electronic format approved by the Commission that
represents, liar every gigawatt-hour produced by Arizona Dedicated Generation in a year. each metric ton of carbon~dioxide
emissions less than one thousand. For anv electric generating tacilitv that is awarded Renewable Energv Credits associated
with its elcctricitv production, emissions of less than onethousand metric tons per gigawatt-hour will only be recognized in
the base period emissions determination. and in the award of Clean Energv Credits during a compliance period. if the
Renewable Energv Credit associated with that production has been or will to retired by the Affected Utilitv, aa<ih.=§_a_;_an_d
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or iv(jenerution means electric encrgv production cupaicitv that is ass ned lo the Af"c Cd Uli
I T  la l i or ommilted lo l

r w -orss i l e tdtonoel
derived from resources that
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will not be retired Igor voluntnrv renewable cnergv sales or programs. The emission rate for encrgv from Renewable Energy
Resources without Renewable Energv Credits that meet this requirement shall equal the applicable Unspecified Power
Fmission Rate.

7. "Clean Energy Resource" means an energy resource that operates with zero net Emissions.
8. "Commission" means the Arizona Corporation Commission.
9. "Communitv Distributed Generation" means a renewable generation lilcilitv that is located in the service territory of an

Afteeted Utility where the bcnelicial use of the electricity generated by the lhcilitv is attributed to the subscribers. There
shall be at least ten subscribers and the faeilitv shall have g cppaeitv of nn more than 10 MW. The owner olthe community

t ih td enc " v e deTect Uiliv r a n h r fnr- roli or - cnti o r o r i n n
i cludin a subscrbcr r aniza on s to s h s fr e m uni t  d is t rbu d rato  f .  r e
AlTcctcd Utititv.

Q€."Conventional Energy Resource" means an energy resource that is non-renewable in nature, such as natural gas, coal, oil,
and uranium, or electricity that is produced with energy resources that are not Renewable Energy Resources.

jlD."Customer Self-Directed Renewable Energy Option" means a Commission-approved program under which an Eligible
Customer may self-direct the use of its allocation of funds collected pursuant to an Affected Utility's Tariffs

IZ. "Dedicated ..
. see th t i i h ow d h the Af f ec t

i i r orate aIltilut rcc e t l  l iv-  r s on or that s cc " r h
Tom which c one mes less ll such e aeit Id h t Utilit ursuan o n a recmunt of tvc

ea .  o r l o e r  this A l i  s he arc  jar  e nc  i i s r ro w iehth n r oms and I* w

Q\_€!8X_C_t!P?!£@3L§!!'!]l1lll§d-l9.§.I!!1l_UC"1W customer QU! ygluntarv reasaablce..asxs.v,nu@h4sc1u0aram
L38."Distributed Generation" means electric generation sited at a customer premises, providing electric energy to the customer

load on that site or providing wholesale capacity and energy to the local Utility Distribution Company for use by multiple
customers in contiguous distribution substation service areas. The generator size and transmission needs shall be such that
the plant or associated transmission lines do not require a Certificate of Environmental Compatibility from the Corporation
Commission.

.IQF."Distributed Renewable Energy Requirement" means a portion of the
Renewable-l aergy~44equwenaent~that must be met with or too l Renewable-Entergy-Credits
qualify as Distributed Renewable Energy Resources pursuant to RI4-2-l 80,12(B).

LSG. "Distributed Solar Electric Generator" means electric generation sited at a customer premises. providing electric energy
from solar electric resources to the customer load on that site or providing wholesale capacity and energy to the local Utility
Distribution Company for use by multiple customers in contiguous distribution substation service areas. The generator size
and transmission needs shall be such that the plant or associated transmission lines do not require a Certif icate of
Environmental Compatibility from the Corporation Commission.

j§.H. "Eligible Customer" means an entity that pays Tariff funds of at least $23,000 annually for any number of related
accounts or services within an Affected Utility's service area.

1.7 "lining lrlslmcans carbondioxidg CO WMQQJMO the a!mnsnhsllct
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j_9J. "Green Pricing" means a rate option in which a customer elects to pay a tariffed rate premium for electricity derived from

Eligible Renewable Energy Resources.
4 4 "Market Cost of Comparable Conventional Generation" means the Affected Utility's energy and capacity cost of

producing or procuring the incremental electricity that would be avoided by the resources used to meet the Annual
Renewable Energy Requirement, taking into account hourly, seasonal, and long-term supply and demand circumstances.
Avoided costs include any avoided transmission and distribution costs and any avoided environmental compliance costs.

Ll=."Net Billing" means a system of billing a customer who installs an Eligible Renewable Energy Resource generator on the
customer's pnemiscs for retail electricity purchased at retail rates while crediting the customer's bill for any customer-
generated electricity sold to the Affected Utility at avoided cost.

QM. "Net Metering" means a system of metering electricity by which the Affected Utility credits the customer at the full
retail rate for each kilowatt-hour of electricity produced by an Eligible Renewable Energy Resource system installed on the
customer-generator's side of the electric meter, up to the total amount of electricity used by that customer during an
annualized period, and which compensates the customer-generator at the end of the annualized period for any excess credits
at a rate equal to the Affected Utility's avoided cost of wholesale power. The Affected Utility does not charge the customer-
generator any additional fees or charges or impose any equipment or other requirements unless the same is imposed on
customers in the same rate class that the customergenerator would qualify for if the customer~generator did not have
generation equipment.

;_3N."Renewable Energy Credit" means the unit created to track kwh derived from all Eligible Renewable Energy Resource or
kwh equivalent of Conventional Energy Resources displaced by Distributed Renewable Energy Resources.

MO. "Renewable Energy Resource" means an energy resource that is replaced rapidly by a natural, ongoing process and that

l
I

is not nuclear or fossil fuel.
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2_S¥."Tariff" means a Commission-approved rate designed to recover an Affected Utility's reasonable and prudent costs of
complying with these rules.

26. "Unapt:cilied Power Fmission Rate" means the metric tons of CO2 per megawatt-hour idcntilied in the Environmental
Protection Agcncvs eGRII) reports for the North American Electric Reliubilitv Council (NERC) sub~rcnion from which the
power was procured. For calculating base period emissions, 2016 shall he used for 2016 through 2018. For compliance
periods. the most recent eGRll) reports shall be used. In 2016 the eGRID AZNM sub-region rate was 0.474 mT/MWh. the
cGRll) NWPP suchregion rate uns 0.295 ml/MWl\ and 1l__eg§iRlD (AMX suchregion rate us 0.240 ml/MWh.

L I Q. "Utility Distribution Company" means a public service corporation that operates, constructs, or maintains a distribution
system for the delivery of power to retail customers.

L8R."Wholesale Distributed Generation Component" means non-utility owners of Eligible Renewable Energy Resources that are
located within the distribution system and that do not require a transmission line over 69 kv to deliver power at wholesale to
an Affected Utility to meet its Annual Renewable Energy Requirements.
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RI 4-2-I802. Clean Energy Requirement
A. Clean Energy Stnndard

. ATccted Uti li t 9  al  e  in o or n it 'ac erin c . i 4 i 702 I e t o e  h n - i
percent of its base period emissions in 2021, and shall continue to reduce its base period emissions by up additional
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emissions. That statement shall include workpapers, supporting evidence. and documentation.

2.

On or belOrc Julv I, 2020. each AlTected Utility shall file with the Commission a verified statement of its base period
The statement shall also

c in l riz a  m i I v r l`  I I O cmS ion identified I
AlTcc1cd Utility are correct and consistent with those rcponed to the Environmental Protection Agencv's Greenhouse
Gas Reporting program. per CFR Part 98, or an explanation of why that ccnilication could not be obtained. This filing
shall be served on all parties to the AlTected Utilitvs last rate case. and notice of the filing shall be published in a
newspaper or newspapers of general circulation in the Aflectcd Utilitvs service area. If no protest to the statement is
filed with the Commission within thirty (30) days oi notice of the statement. it shall be deemed approved. II a protest is
tiled. the Commission will establish a procedure to determine by December I, 2020 the appropriate base period
emissions for the Affected Utilitv. Once established, the determination of base period emissions shall not be changed.
On or before April Is of cash calendar vcar commencing in 2021, each Affected Utilitv shall tile w
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Utilitvs last rate case, and notice of the tiling shall be published in a newspaper or newspapers of general circulation in
the Afleetcd Lltilitvs service area. The Atlected Utilitv may develop an Excelhnsed credit lrpcking and information
system to assist in fulfilling this requirement. This tiling shall include:
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RI4-2-l80§2. Eligible Renewable Energy Resources
A. "Eligible Renewable Energy Resources" are applications of the following defined technologies that displace Conventional

Energy Resources that would otherwise be used to provide electricity to an Affected Utility's Arizona customers:
l . "Biogas Electricity Generator" is a generator that produces electricity from gases that are derived from plantderived

organic matter, agricultural food and feed matter, wood wastes, aquatic plants, animal wastes, vegetative wastes, or
wastewater treatment facilities using anaerobic digestionor-li=enwnuoieipal-solidJwaeate-4h»=<nlg444di1;eei4<arpreees an

2.
I
I
I

3.
4.

b.

"Biomes Electricity Generator" is an electricity generator that uses any raw or processed plant-derived organic matter
available on 8..§ii§4i5yibI9_and renewable basis and that has /cro net lifecvclgylissinns, including: dedicated energy
crops and trees, agricultural food and feed crops, apicultural crop wastes and residues, wood wastes and residues,
including landscape waste, right-of-way tree trimmings, or small diameter forest thinnings that are in diameter or
less, dead and downed forest products, aquatic plants, animal wastes, other vegetative waste materials, non-hazardous
plant matter waste material that is segregated from other waste, forest-related resources, such as harvesting and mill
residue, pre-commercial thinnings, slash, and brush, miscellaneous waste, such as waste pellets, crates, and dunnage;
and recycled paper fibers that are no longer suitable for recycled paper production but not including painted, treated, or
pressurized wood, wood contaminated with plastics or metals, tires or recyclable post-consumer waste paper.
"Distributed Renewable Energy Resources" as defined in subsection (B).
"Eligible Hydropower Facilities" are hydropower generators that were in existence prior to 1997 and that satisfy one of
the following two criteria:
8. New Increased Capacity of Existing Hydropower Facilities: A hydropower facility that increases capacity due to

improved technological or operational efficiencies or operational improvements resulting from improved or
modified turbine design, improved or modified wicket gate assembly design, improved hydrological flow
conditions, improved generator windings, improved electrical excitation systems, increases in transformation
capacity, and improved system control and operating limit modifications. The electricity kw that are eligible to
meet the Annual Renewable Energy Requirements shall be limited to the new, incremental kwh output resulting
from the capacity increase that is delivered to Arizona customers to meet the Annual Renewable Energy
Requirement.
Generation from pre-l997 hydropower facilities that is used to firm or regulate the output of other eligible,
intermittent renewable resources. The electricity kwh that are eligible to meet the Annual Renewable Energy
Requirements shall be limited to the kwh acmally generated to firm or regulate the output of eligible intermittent
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3.

b.

B.I

2.

3.

6.

7.

8.

9.

c.

D.

Renewable Energy Resources and that are delivered to Arizona customers to meet the Annual Renewable Energy
Requirements.

"Fuel Cells that Use Only Renewable Fuels" are fuel cell electricity generators that operate on renewable fuels, such as
hydrogen created from water by Eligible Renewable Energy Resources. Hydrogen created tom non-Renewable Energy
Resources, such as natural gas or petroleum products is not a renewable fuel.

6. "Geothermal Generator" is an electricity generator that uses heat from within the earth's surface to produce electricity.
7. "Hybrid Wind and Solar Electric Gencrator" is a system in which a Wind Generator and a solar electric generator are

combined to provide electricity.
8. "Landfill Gas Generator" is an electricity generator that uses methane gas obtained from landfills to produce electricity.
9. "New Hydropower Generator of 10 MW or Less" is a generator, installed after .lanuary l, 2006, that produces 10 MW

or less arid is either:
a. A low-head, micro hydro runof-the-river system that does not require any new damming of the flow of the

stream, or
An existing dam that adds power generation equipment without requiring a new dam. diversion structures, or a
change in water flow that will adversely impact fish, wildlife, or water quality; or

c. Generation using canals or other irrigation systems.
10. "Solar Electricity Resources" use sunlight to produce electricity by either photovoltaic devices or solar thermal electric

resources.
I I. "Wind Generator" is a mechanical device that is driven by wind to produce electricity.
"Distributed Renewable Energy Resources" are Conimunitv Distributed Gcncraition 88 defined in section RI42-l8f)I(9I or
applications of the following defined technologies that arc located at a customer's premises and diet displace Conventional
Energy Resources that would otherwise be used to provide electricity to Arizona customers:
I . "Biogas Electricity Generator" "Biomass Electricity Generator," "Geothermal Generator," "Fuel Cclls that Use Only

Renewable Fuels," "New Hydropower Generator of 10 MW or Less," or "Solar Electricity Resources," as each of those
terms is defined in subsections (A)(l) (A)(2), (A)(3), (A)(6). (A)(9), and (A)(I0).
"Biomass Thermal Systems" and "Biogas Thermal Systems" are systems which use fuels as defined in subsections
(A)(l) and (A)(2) to produce thermal energy and that comply with Environmental Protection Agency Certification
Programs or are permitted by state, county, or local air quality authorities. For purposes of this definition "Biomass
Thermal Systems" and "Biogas Thermal Systems" do not include biomass and wood stoves. fUrnaces, and fireplaces.

3. "Commercial Solar Pool Heaters" are devices that use solar energy to heat commercial or municipal swimming pools.
4. "Geothermal Space Heating and Process Heating Systems" are systems that use heat from within the earth's surface for

space heating or for process heating.
"Renewable Combined Heat and Power System" is a Distributed Generation system, fueled by an Eligible Renewable
Energy Resource, that produces both electricity and useful renewable process heat. Both the electricity and renewable
process heat may be used to meet the Distributed Renewable Energy Requirement.
"Solar Daylighting" is the non-residential application of a device specifically designed to capture and redirect the
visible portion of the solar beam, while controlling the infrared portion, for use in illuminating interior building spaces
in lieu of artificial lighting.
"Solar Heating, Ventilation, and Air Conditioning" ("HVAC") is the combination of Solar Space Cooling and Solar
Space Heating as pan of one system.
°'Solar Industrial Process Heating and Cooling" is the use of solar thermal energy for industrial or commercial
manufacturing or processing applications.
"Solar Space Cooling" is a technology that uses solar thermal energy absent the generation of electricity to drive a
refrigeration machine that provides for space cooling in a building.

10. "Solar Space Heating" is a method whereby a mechanical system is used to collect solar energy to provide space
heating for buildings.

II. "Solar Water Heater" is a device that uses solar energy rather than electricity or fossil fuel to heat water for residential,
commercial or industrial purposes.

12. "Wind Generator of l MW or Less" is a mechanical device, with art output of l MW or less, that is driven by wind to
produce electricity.

Except M provided in subsection (A)(4), Eligible Renewable Energy Resources shall not include facilities installed before
January l 1997.
The Commission may adopt pilot programs in which additional technologies are established as Eligible Renewable Energy
Resources or Distributed Renewable Fncrgv Resources. Any such additional technologies shall be Renewable Energy
Resources that produce electricity neplacc electricity generated by Conventional Energy Resources, or replace the use of
fossil lirels with Renewable Energy Resources. Encrgv storage tcchnologv that lhcilitates the intcnration of Renewable
Enernv Resources shall be eligible fOr these pilot programs. Energy conservation products, energy management products,
energy efficiency products, or products that use non-renewable fuels shall not be eligible for these pilot programs.

I
I
I Renewable Energy CreditsR14-2- tang.

A. One Renewable Energy Credit shall be created for each kwh derived tom an Eligible Renewable Energy Resource.
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B.

c.

D.

I
E.

F.

For Distributed Renewable Energy Resources, one Renewable Energy Credit shall be created for each 3,415 British Thermal
Units of heat produced by a Solar Water Heating System, a Solar Industrial Process Heating and Cooling System, Solar
Space Cooling System, Biomass Thermal System, Biogas Thermal System or a Solar Space Heating System.
An Affected Utility may transfer Renewable Energy Credits to another party and may acquire Renewable Energy Credits
from another party. A Renewable Energy Credit is owned by the owner of the Eligible Renewable Energy Resource from
which it was derived unless spccificdly transferred.
All transfers of Renewable Energy Credits shall be appropriately documented to demonstrate that the energy associated with
the Renewable Energy Credits meets the provisions of R 14-248052.
Any contract by an AHected Utility for purchase or sale of energy or Renewable Energy Credits to meet the requirements of
this Rule shall explicitly describe the transfer of rights concerning both energy and Renewable Energy Credits.
Except in the case of Distributed Renewable Energy Resources. Affected Utilities must demonstrate the delivery of energy
from Eligible Renewable Energy Resources to their retail consumers such as by providing proof that the necessary
transmission rights were reserved and utilized to deliver energy from Eligible Renewable Energy Resources to the Affected
Utility's system, if transmission is required, or that the appropriate control area operators scheduled the energy from Eligible
Renewable Energy Resources for delivery to the AtTected Utility's system.

I
B.
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R14-2-l80§4. Annual Renewable Energy Requirement
A. In order to ensure reliable electric service at reasonable rates, each Affected Utility shall be required to satisfy an Annual

Renewable Energy Requirement by obtaining Renewable Energy Credits from Eligible Renewable Energy Resources.
An Affected Utility's Annual Renewable Energy Requirement shall be calculated each calendar year by applying the
f ollowin a licable annual percentage to the retail kwh sold by the AlTected Utility during that calendar year:

l.23%

l.50%

1.73%

2.00%

2.50%

3.00%

3.30%

4.00%

4.30%

3.00%

6.00%

7.00%

8.00%

9.00%

120.00%

14+.00%

I .00%

208. 00%

2444.00%

34 .00%A4¥eF-2024
2025

2025

2026

o

28.00%

32.00%

36.11

40.00%

45.00%

50.00%

2027

2 28

2029

2030 and
:then

c.

The annual increase in the annual percentage for each Affected Utility will be pro rated for the first year based on when the
Affected Utility's funding mechanism is approved.
An Affected Utility may use Renewable Energy Credits acquired in any year to meet its Annual Renewable Energy
Requirement.
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Once a Rcnew8blc Emery Credit is used by any Affected Utility to satisfy these requirements, the credit is retired and
cannot be subsequently used to satisfy these rules or any other regulatory requirement.

E. If an Affected Utility trades or sells environmental pollution reduction credits or any other environmental attributes
associated with kwh produced by an Eligible Renewable Energy Resource, the Affected Utility may not apply Renewable
Energy Credits derived from that same kwh to satisfy the requirements of these rules.

.

-

EG. An Affected Utility may wk the Commission to preapprove agreements to purchase energy or Renewable Energy Credits
from Eligible Renewable Emery Resources.

I
I
I
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R14-2-18095. Distributed Renewable Energy Requirement
A. In order to improve system reliability, each Affected Utility shall be required to satisfy a Distributed Renewable Energy

Requirement by measuring production from Distributed Renewable Emery Resources.
B. An Affected Utility's Distributed Renewable Energy Requirement shall be calculated each calendar year by applying the

following applicable annual percentage to the
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An Affected Utility may satisfy no more than 10 percent of its annual Distributed Renewable Energy Requirement from
omm i<:trih to min w d b t e AITecled U
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R14-2-I80Z8. Tar i f f
A. Within 60 days of the effective date of these rules, each Affected Utili ty shall f i le with the Commission a Tariff in

substantially the same form as the Sample Tariff set forth in these rules that proposes methods for recovering the reasonable
and prudent costs of complying with tllese rules. The specific amounts in the Sample Tariff are for illustrative purposes only
and Affected Utilities may submit with proper support, Tariff filings with dtemative surcharge amounts.
The Affected Utility's Tariff filing shall provide the following information:
l . Financial information and supporting data sufficient to allow the Commission to determine the AHected Utility's fair

value for purposes of evaluating t.he Affected Utility's proposed Taritii Information submitted in the format of the
Annual Report required under RI4-2-2l2(G)(4) will be the minimum information necessary for f i ling a Tarif f
application but Commission Staff may request additional information depending upon the type of Tariff filing that is
submitted;
A discussion of the suitability of the Sample Tariff set forth in Appendix A for recovering the Affected Utility 's
reasonable and prudent costs of complying with these rules,
Data to support the level of costs that tllc Affected Utility contends will be incurred in order to comply with these rules;
Data to demonstrate that the Affected Utility's proposed Tariff is designed to recover only the costs in excess of the
Market Cost of Comparable Conventional Generation; and
Any other information that the Commission believes will be relevant to the Commission's consideration of the Tariff
f i ling.

The Commission will approve, modify, or deny a Tariff proposed pursuant to subsection (A) within 180 days aUcr the Tariff
has been filed. The Commission may suspend this deadline or adopt an alterative procedural schedule for good cause. The
Affected Utility's Annual Renewable Energy Requirement, as set forth in RI4-2-l8054(B), and Distributed Renewable
Energy Requirement, as set forth in RI4-2-l80§8§(B), will be effective upon Commission approval of the Tariff f i led
pursuant to this Section.
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. If an Affected Utility has an adjustor mechanism for the recovery of costs related to Annual Renewable Energy
Requirements, the Affected Utility may file a request to reset its adjustor mechanism in lieu of a Tariff pursuant to
subsection (A). The Affected Utility's filing shall provide dl the information required by subsection (B), except that it may
omit information specifically related to the fair value determination. The AfTected Utility's Annual Renewable Energy
Requirement, as set forth in RI4-2-l8054(B), and Distributed Renewable Energy Requirement, as set forth in Rl4-2-
l80§25(B), will be effective upon Commission approval of the adjustor mechanism rate filed pursuant to this Section.
An Affected Utility may tile a rate case pursuant to RI4-2-l03 in lieu of a Tariff pursuant to subsection (A). The Affected
Utility's filing shall provide all information required by subsection (B).
or Eli ihlc Renewable En r Reso re s ac uir d b n A ect U i .

over the cists of thos Eli ible Renewable ne Resource e
s nrC ven . n I Fncr R  o ur s .

Customer Self-Directed Renewable Energy Option

rI

RI4-2-18089.
A. By January I, 2007, each Affected Utility shall file with Docket Control a Tariff by which an Eligible Customer may apply

to an Affected Utility to receive funds to install distributed Renewable Energy Resources. The funds annually received by an
Eligible Customer pursuant to this Tariff may not exceed the amount annually paid by the Eligible Customer pursuant to the
Affected Utility's Tariff

B. An Eligible Customer seeking to participate in this program shall submit to the Affected Utility a written application that
describes the Renewable Energy Resources that it proposes to install and the projected cost of the project. An Eligible
Customer shall provide at least half of the funding necessary to complete the project described in its application.

C. All Renewable Energy Credits derived from the project.-including-generatiewand451444£2nedit-l~4ultIplI¢ai4~. shall berna to
the Affected Utilitv . . . . .  \ .l

B.

R14-2-18402. Uniform Credit Purchase Program
A. The Director of the Utilities Division shell establish a Uniform Credit Purchase Program working group. which will study

issues related to implementing Distributed Renewable Energy Resources. The working group shall address the consumer
participation process, budgets, incentive levels, eligible technologies, system requirements, installation requirements, and
any other issues that are relevant to encouraging the implementation of Distributed Renewable Energy Resources. No later
than March 1, 2007, the Director of the Utilities Division shall file a staff report with recommendations for Uniform Crcdit
Pur¢h8¢ Programs.
No later than July I, 2007, each Affected Utility shall file a Uniform Credit Purchase Program for Commission review and
approval.

Net Metering and Interconnection StandardsI R14.2.I8I94.
The Commission Staff shall host a series of workshops addressing the issues of rate design including Net Metering and
interconnection standards. Upon completion of this task, and the adoption of rules or standards if appropriate, each Affected
Utility shall file conforming Net Metering tariffs and interconnection standards in Docket Control.

I

2.
32.

Distributed Renewable Energv Resources normalized to relict a lull vearl5

is .
Q4

R14-2-l8112. Renewable Energv Standard Compliance Reports
A. Beginning April l, 2007, and every April 1st thercaltcr, each Affected Utility shall file with Docket Control a report that

describes its compliance with the requirements of these rules for the previous calendar year and provides other relevant
information. The Affected Utility shall also transmit to tlle Director of the Utilities Division an electronic copy of this report
that is suitable for posting on the Commission's web site.

B. The compliance report shall include the following information:
I . The actual kwh of energy produced within its service territory and the actual kw of energy or equivalent obtained

from Eligible Renewable Energy Resources, differentiating between kWhs for which the Affected Utility owns the
Renewable Energy Credits and kwhs produced in the Affected Utility's service territory for which the AtTected Utility
does not own the Renewable Energy Credits;
The actual kwh ofenergv obtained from Distributed Renewable Energv Rcsourccs;
The kwh of energy or equivalent obtained from Eligible Renewable Energy Resources normalized to reflect a full
year's production,

4. The kwh of cnergv obtained loom
production
The kW ofgenemtion capacity, disaggregated by technology type;
Cost information regarding cents per actual kwh of energy obtained from Eligible Renewable Energy Resources and
cents per kW of generation capacity, disaggregated by technology type;

15. A breakdown of the Renewable Energy Credits used to satisfyboth the Annual Renewable Energy Requirement and
and appropriate documentation of the Affected Utility's receipt of

8.6.l
I

those Renewable Energy Credits;and
A description of the Affected Utility's procedures for choosing Eligible Renewable Energy Resources and a
certification from an independent auditor that those procedures are fair and unbiased and have been appropriately
applied;
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9. A discussion of the type and scale of Eligible Renewable Resources proposed in or near communities, including hut not
limited lo tribal communities, impacted by the Aflbcted Utilitys closure of a Convcntionnl Energv Resource and
reasons why those Renewable Energv Resources were chosen or rejected: and

IQ. Whether the costs of the Affected Utilitvs Eligible Renewable Energy Resources will be recovered through the
renewable cnergv taritfor through at rate eng;

The Commission may consider all available information and may hold a hearing to determine whether an Affected Utility's
compliance report satisfied the requirements of these rules.
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R142-l8113. Renewable Energv Standard Implementation Plans
A. Beginning July I, 2007, and every July 1st thereafter, each Affected Utility shall file with Docket Control for Commission

review and approval a plan that describes how it intends to comply with these mies for the next calendar year. The Affected
Utility shall also transmit an electronic copy of this plan that is suitable for posting on the Commission's web site to the
Director of the Utilities Division.
The implementation plan shall include the following information:
l . A description of the Eligible Renewable Energy Resources. identified by technology, proposed to be added by year for

the next five years and a description of the kW and kwh to be obtained from each of those resources;
The estimated cost of each Eligible Renewable Energy Resource proposed to be added, including cost per kwh and
total cost per year;
A description of the method by which each Eligible Renewable Energy Resource is to be obtained. such as selfbuild,
customer installation, or request for proposals,
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QUO. A proposal that evaluates whether the Affected Utility's existing rates allow for the ongoing recovery of the reasonable
and prudent costs of complying with these rules, including a Tariff application that meets the requirements of Rl4-2-
18078 and addresses the Sample Tariff set forth in Appendix A if necessary; and

ZS. A line item budget that allocates specific finding for Distributed Renewable Energy Resources, for the Customer Self-
Directed Renewable Energy Option, for power purchase agreements for utility-owned systems, and for each Eligible
Renewable Energy Resource described in the Affected Utility's implementation plan.

The Commission may hold a hearing to determine whether an Affected Utility's implementation plan satisfies the
requirements of these rules.

I

I
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RI4-2-l8l_34. Electric Power Cooperatives
A. Within 60 days of the effective date of these rules, every electric cooperative that is an Affected Utility shall file with

Docket Control an appropriate plan for acquiring Renewable Energy Credits from Eligible Renewable Energy Resources for
the next calendar year and a Tariff that proposes methods for recovering the reasonable and prudent costs of complying with
its proposed plan and addresses the Sample Tariff set forth in Appendix A. The cooperative shall also transmit electronic
copies of these tilings that are suitable for posting on the Commissioh's web site to the Director of the Utilities Division.
Upon Commission approval of this plan, its provisions shall substitute for the requirements of RI4-2-l80§4 and Rl4~2-
180Q§ for the electric power cooperative proposing the plan.
Beginning July l, 2007. and every July 1st thereafter every electric cooperative that is an Affected Utility shall file with
Docket Control an appropriate plan for acquiring Renewable Energy Credits from Eligible Renewable Energy Resources for
the next calendar year. The cooperative shall also transmit an electronic copy of this plan that is suitable for posting on the
Commission's web site to the Director of the Utilities Division.
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R14-2-l8l§5. Enforcement and Penalties
A. If an Affected Utility fails to meet the annual requirements set forth in Rl4-2-l80§4 and Rl4-248095, it shall include with

its annual compliance report a notice of noncompliance.
The notice of noncompliance shall provide the following information:
l . A computation of tlle diiTerence bchveen the Renewable Energy Credits required by R142-I80§4 and e Wh

[_cgu.q1._bLRl4-2-l80§g§ and the amount actually obtained,
A plan describing how the Affected Utility intends to meet the shortfall from the previous calendar year in the current
calendar year, and

3. An estimate of the costs of meeting the shortfall.
If the Commission finds after affording an Affected Utility notice and an opportunity to be heard that the Affected Utility
has failed to comply with its implementation plan approved by the Commission as set forth in Rl4~2l8l?8, the
Commission may find that the Affected Utility shall not recover the costs of meeting the shortfall described in Rl4-2-
l8l9(B) in rates.
lflhc Commission finds after ziffordina an Affected Utilitv notice and onportunitv to be heard that the Affected Utilitv has
failed to retire a sufficient number of Clean Energv Credits al the end of a compliance period. the Commission may find that
!bLMI';Q9£LUlIli\ at 4189
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I QB. Nothing herein is intended to limit the actions the Commission may take or the penalties the Commission may impose
pursuant to Arizona Revised Statutes, Chapter 2 Article 9. An Affected Utility is entitled to notice and an opportunity to be
heard prior to Commission action or imposition of penalties.

I R14-2-l8l§6. Waiver from the Provisions of this Article
A. The Commission may waive compliance with any provision of this Article for good cause.
B. Any Affected Utility may petition the Commission to waive its compliance with any provision of this Article for good

cause.
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3. Describe the clTect the waiver will have on compliance with this rule:
4. Dcscrihc how the waiver will npi compromise. or will tirrther, the rules purposes, and
5. Dcscrihe who the waiivcr would be 11 reasonable ztllemutive to the rulcs requirements.

QG. A petition filed pursuant to these rules shall have priority over other matters tiled at the Commission.
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R14-2-2401. Definitions

In this Article, unless otherwise specified:
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l . "Adjustment mechanism" means a Commission approved provision in an affected utilitys rate schedule allowing the
affected utility to increase and decrease a certain rate or rates, in an established manner, when increases 644414
decreases in specific costs are incurred by the affected utility.

2. "Affected utility" means a public service corporation that provides electric service to retail customers in Arizona
3. "Baseline" means the level of electricity demand, electricity consumption, and associated expenses estimated to occur

in the absence of a sfieeilieDSM pfegrarn of lie determined as provided in RI4-2-2413.
3.__ "CHP" means combined heat and power, which is using a primary energy source to simultaneously produce electrical

energy and useful process heat.
4»= "Co se son volt e rcduc Io " r v ltu /V R

intcn onall ' c th mi  i  n an i t  .
accc table v la i rd ) h V ' enc

§=§_"Commission" means the Arizona Corporation Commission.
6=1"Cost-effective" mean th lbli h"n evaluate h I st

. . . I .....-naeans»thaHetel-Ineremental
. . . , asl detemUned under R I 4-2-24 I2.

l¥=§._"Customer" means the person or entity in whose name service is rendered to a single contiguous field location, or
facility, regardless of the number of meters at the field, location, or facility.

8=2_"Delivery system" means the inliastmcttine through which an affected utility transmits and then distributes electrical
energy to its customers.

9=1Q"Demand savings" means the load reduction measured in kw, occurring during a relevant peak period or periods as a
direct result of energy efficiency and demand response programs.
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441 I. "Demand response" means modification of customers electricity consumption patterns, affecting the timing
or quantity ofcustomer demand and usage, achieved through intentional actions taken by an affected utility or
customer r " . . . . . 5 .

14-12. "Distributed generation" means the production ofclcctricity on the customer's side of the meter, for use by
the customer, through a tcchnologvpreeesee such as sour photovoltaic panels or CHP.

+14 l3. "DSM" means demand-sidc management, the implementation and maintenance of one or more DSM
programs that comprise a DSM portfolio.

lL_"DSM measure" means arty material device, technology, educational program, prieingofatiempractice, or facility
alteration designed to result in reduced peak demand, increased energy efficiency, or shifting of electricity consumption
to old-peak periods and includes CHP used to displace space heating, water heating, or another load.

43= "  SM or t  l ie " me lir suite o s ro r s o o dent sto rs includin low-
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n o c customers: or to non-residential customers.

44=l6. "DSM program" means one or more DSM measures provided as part of a single offering to customers.
1L_"DSM tariff" means a Commissionapproved schedule of rates designed to recover an affected utility's reasonable and

prudent costs of complying with this Article.
4-&l8. " lcctric enc ratio S sic " mean

ne air clcgricg.
l6= I 9. "Electric utility" means a public service corporation providing electric service to the public.
9-.20. "Energy efficiency" means the production or delivery of an equivalent level and quality of end-use electric

service using less energy, or the conservation of energy by end use customers.
48=2 l. "Energy efficiency standard" means the reduction in retail energy sales, in percentage of retail kWh.§_4;§,

required to be achieved through an affected utility's approved DSM programs nfo Io as prescribed in R142-2404.
1422. "Energy savings" means the reduction in a customer's energy consumption directly resulting from a DSM

PF0SfH"*D93£9lio, expressed in kwh.
29=23, "Energy service company" means a company that provides a broad range of services related to energy

efficiency, including energy audits, the design and implementation of energy efficiency projects, and the installation
and maintenance of energy efficiency measures.

24124. "Environmental benefits" means avoidance of costs for compliance, or reduction in environmental impacts,
for things such as. but not limited to: a. Water use and water contamination, b. Monitoring storage and disposal of solid
waste such as coal ash (bottom and fly). c. Adversehllcalth effects from burning fossil fuels, and d. Pollutant
glémissions from transportation and production of thcls and electricity.

4 2 5 . "incremental benefits" means amounts saved through avoiding costs for fuel, purchased power, new
* e as in capacity, transmission=_ag_d distribution_§;gl4x;j§y, and other cost items necessary to provide electric utility

service. along with other improvements in societal welfare, such as through avoided environmental impacts, including,
but not limited to, water consumption savings, air emission reduction, reduction in coal ash, and reduction of nuclear
waste.

8 2 6 . "incremental costs" means the additional expenses of ;;..DSM meaeaoreetportfolin. relative to baseline.
2427. "independent program administrator" means an impartial third party employed to provide objective oversight

of energy efficiency programs.
2-5428. "kW" means kilowatt.
36=29. "kwh" means ldlowatt-hour.
2440. "Leveraging" means combining resources to mon: effectively achieve an energy ctticiency goal, or to

achieve greater energy efficiency savings, than would be achieved without combining resources.
2881 "Load management" means actions taken or sponsored by an affected utility to reduce peak demandsof

imprawsystemoperatinge¢lieieney, such as direct control of customer demands through al3£aisted- utility-initiated
interruption or cycling, thermal storage, or educational campaigns to encourage customers to shift loads.

2432. "Low-income customer" means a customer with a below average level of household income, as defined in an
affected utility's Commissionapproved DSM pregfanaponfolio description.

8983. "Market transformation" means strategic efforts to induce lasting structural or behavioral changes in the
market that result in increased energy efficiency.

34=34. "Net benefits" means the incremental benefits resulting from DSM minus the incremental costs of DSM.
32135. "Non-cn r market benefits" means improvements in societal wellarc that arc outside the scope of utililv

svslcm benefitsnet~beught-eHield. including but not limited to increased produclivitv. increased comlhn, increased
property value. environmental benefits, reduced compliance costs. and water savings.

3386. "Progr=an+Porl1olio costs" means the expenses incurred by an affected utility as a result of developing,
marketing, implementing, administering, and evaluating Commission-approved DSM-programs porllolig.
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3437. "Self-direction" means an option made available to qualifying customers of sufficient size, in which the
amount of money paid by each qualifying customer toward DSM costs is tracked for the cuslomcr and made available
for use by the customer for approved DSM investments upon application by the customer.

3588 . "Societal Test" means a cost-effectiveness test ef~the41<at-benalitsof ;DSM portfoliopragramsthat starts
with4heil%lal-Resoul=eeGsstllcest=l»utincludes both utllitv svstcm and non-cncr meteleet benefits_gg3L=hoth ulilitv and
customer costs to implement a DSM ponlOlio;; that uscsing social is uM
to detc ine the nct esc v lu of c bcncli s t i  b o he icld I r lon term .  r e \ see ties
up to a cap of 3% that uses a non-encrgv benefits adder of at least 50% applied to the sum ofothcr qunntitiahlc
benefits br low-income programs within a DSM portfOlio; and that uses a non~energv hcnctits adder opt least 25°9
a li ed of  esumo o her  ua ti l i ng chef s or lo l  c ro r swi th M lie.

8439. "Staff" means individuals working for the Commission's Utilities Division, whether as employees or through

contract.
37140. "Thermal envelope" means the collection of building surfaces, such as walls, windows, doors, floors,

ceilings, and roofs, that separate interior conditioned (heated or cooled) spaces from the exterior environment.
8 & -4etal-R=e4earee{-ost-lle~A-m-eansaeest-el5FeeH»enesstewt<that-nteae~ufe'-thenetbeneitterel-a-l9Si\4ptegram
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RI4-2-2402. Applicability

This Article applies to each affected utility classified as Class A according to R14-2-l03(A)(3)(q), unless the affected utility is an
electric distribution cooperative that has fewer than 25% of its customers in Arizona

RI4-2-2403. Goals and Objectives

A. An affected utility shall design each DSM program o| o
l . To be cost-effective, and
2. To accomplish ai4easi~enoellthc following:

a. Energy efficiency,
b-Load management, gg<mor d an s so.
eLDv**1°»1t4+°5l**9**§~=»

B.

3.

An affected utility shall consider the following when planning and implementing a DSM p'°eF°+**ttQnt8\_Msz1
l . Whether the DSM pregnampggtjghg will achieve costctTective energy savings and peak demand reductions;
2. Whether the DSM program l lie will advance market transformation and achieve sustainable savings, reducing

the need for future market interventions and
Whether the affected utility can ensure a level offending adequate to sustain the DSM program-p_qgQ!jgat\d
allow the DSM programportlblio to achieve its targeted goal.

I
I

I
H
I

c.

2.

An affected utility shall:
l . Offer DSM programs within a DSM portfolio that will provide an opportunity for all affected utility customer

segments to participate, and
Allocate aportioneiinot less than 5% otDSM o Ii resources specifically to lowgincome customers.

I
I

R14-2-2404. Energy Efficiency Standards

A. Except as provided in Rl4-2-2418, in order to ensure reliable electric service at reasonable ratepayer rates and costs, by
December 3 I, 2G2Q203() an eected utility shall, through cost effective DSM eoerg eieoeyfrogwamsponfolios,

achieve cumulative annual energy savings, measured in kwh, equivalent to at least 2%L5% of the affected utility's retail
electric energy sales for calendar year 20482029 and in cverv vent thcrcutlcr.I

B.

I

An affected utility shall, by the end of each calendar year, meet at least the cumulative annual energy efficiency
standard listed in Table l for that calendar year. An illustrative example of how the required energy savings would be
calculated is shown in Table 2. An illustrative example of how the standard could be met in 20202 30 is shown in
Table 4.



Table I. Energy Efficiency Standard

CALENDAR
YEAR : 3

2013

2013

2017
2018

o;
/

/I \

2  2
202
2 24
20 s
20
027

20
20 9

ENERGY EFFICIENCY STANDARD (Cumulative Annual Energy Savings by the End of Each
Calendar Year as a Percent c of the Retail Encr Sales in the Prior Calendar Year
l.23%
3.00%

3.00%
7.25%
9.50%
l2.00%
l4.50%
l7.00%
l9.50%
22.00%
23.30%
24.60%
2 .9()%

7.20%
28.30%

lo

. low
W

33.70°/o
35.00%

Table 2. Illustrative Example of Calculating Required Energy Savings

CALENDAR
YEAR

B
ENERGY EFFICIENCY
STANDARD

C
REQUIRED CUMULATIVE ENERGY SAVINGS
B of current ear x A of riot ear

1,250,000

2013
2014

2016
2017

A
RETAIL SALES
kwh

100,000 000
100,750,000
101017,500
101,069,925
100,915 646
100 821 094
l00,517,7l 1
100,293.499
100 I 16 043
99,986,628
99902,384
100 84 8
lo l 78 036

I r m a
l

1.23%
3.00%
5.00%
7.23%
9.30%
l2.00%
l 4.30%
l7.00%
l9.30%
22.00%
2 .30%

4.60%
25.90%

7.2091

28.5929
29.80%
3 I. I 0%
32.40%
33.7 *pa
5.00%

103 73 607
104 736 s_36
105 761 61 I
106 807 126
107 873 584
108 961 195
110070 178

2020
u p

2022
202
2024
2025
2026
2027
2028
2029
2030

5 050.873
7,327,510
9,586,986
l2.098.S3 I
14,575,068
17,049,895
19,522,628
21,997,058
2 277 25
24.806 98 I
2 ) 362 329
27 947 7
29 563 79
31 211 377
2 891 86 I

34 05 509
36 353 398
38 136 418

c . An affected utility's measured reductions in peak demand resulting 6om cost~effective demand response and load
management programs may comprise up to tweone percentage points of the 228% energy efficiency standard through
20230, with peak demand reduction capability from demand response converted to an annual energy savings equivalentI



_ ir 4V whichcvcris acbased on its actual load Factor . The credit for demand
response and load management peak demand reductions shall not exceed 40§% of the energy cfliciency standard set
forth in subsection (B) for any year through 20230.

a

D.

I
/

An affected utility's energy savings resulting from DSM energy efficiency programs implemented before the effective
date of this Article, but after 2004, may be credited toward meeting the energy efficiency standard set forth in
subsection (B).thmup.h 2020. The total energy savings credit for these pre-rules energy efficiency programs shall not
exceed 4% of the affected utility's retail energy sales in calendar year 2003. A portion of the total energy savings credit
for these pre-rules energy efficiency programs may be applied each year, from 2016 through 2020, as listed in Table 3,
Column A.

Table 3. Credit for Pre-Rules Energy Savings

CALENDAR YEAR A
CREDIT FOR THE PRE-RULES
ENERGY SAVINGS APPLIED IN
EACH YEAR (Ferccntagc of the Total
Eligible PreRules Cumulative Annual
Energy Savings That Shall Be Applied
in the Year)

B
CUMULATIVE APPLICATION OF THE
CREDIT FOR THE PRE~RULES
ENERGY SAVINGS IN 2016-2020
(Percentage of the Total Eligible Pre-
Rules Cumulative Annual Energy Savings
That Are Credited by the End of Each
Year

2017 22.3%
42.5%
67.3%
l00.0%

I 3.0%
20.0%
25.0%
32.3%

l iar

E.
sn r lu n u I nu : i i  l d i  u L t d .  l

An affected utility may count toward meeting the standard up to onc_-third of the energy savings= resulting from
energy efficiency building codes ,
glirg[Qlg_in;1_e3.h.;\/ingtlgggivin s . thr h DSM ro m im lcmc lnt@_Thc partial credit br
building code cncrgv savings or cncrgv cllicicncv appliance standards and4=edue¢4ene+shall be that-awquantified and
reported through a measurement and evaluation study undertaken by the affected utility and shall be commensurate

Ql3 §QQccl role that the affected utility plavcd to ucliicvc the savings a d¢mione+through DSM program

F. An affected utility may count the energy savings Rom combined heat and power (CHP) installaiianglgiems that do not
qualify under the Renewable Energy Standard toward meeting the energy efficiency standard, g\;Qyj5lglL;11gL1hg
allCel i  i  .  I c  a rec role in s n . men n a l . stem . . . .

thro DSM r m n Iementai n.The re it Igor: Vin siom CllPs llbe u ratified and re ned
m h r n no v  I ion 9 den kc b h aT e l d ii i shall b co m nsura e with je

direct role that the utlectcd utiliiv played to achieve the savings through DSM program implementation.

G. An affected utility may count a customer's energy savings resulting from self-direction toward meeting the standard.

on erv vo
r slab sonimprovements to its

H. Wt  the  xce ton re c i an eected utility's energy savings resulting tom efficiency

system may not be counted toward meeting the standard.

1H. An allCcted gtililvs energy savings resulting from efllciencv improvements made direetlv to its electric generation
m in l din h r o m s wc l n s m of o u n t d m r m . t a d.

I=LAn affected utility's energy savings used to meet the energy efficiency standard will be assumed to continue through
the year 20230 or if expiring before the year 2030, to be replaced with a DSM eoet=g3,»elflleieney~Qgg1&1igLggQ
programs having at least the same level of efficiency.I
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Table 4. Illustrative Example of How the Energy Standard Could Be Met in 20202030

20320 Energy Efficiency 20249 R¢l&il Sales (kwh)
Standard
2235.00%

Required Cumulative Annual
Ener Savina s kwh
38 136 4183+.49¥=Q58

II
Cumulative Annual Energy
Savina s or Credit kw
1.089\61241999=7-33Up to 2_l.00%I
l,l00,000*

1,000,000

Demand Response Credit
R14-2-2404 C
Prerules Savings Credit
RI4-2-2404 D
Building Code RI4-2-
2404 E

100,000

§.'L.2;4!z..1IQ!z¥4=294'=82-5

Selfdirection Rl 4-2-
2404 G
Energy Efficiency Rl4~2-
2404(A

_
_ ,

_
_ _
_ _
_ _
_ _

QI I (4 l

I
I _ _ _

*The total pre-rules savings credit is capped at 4% of 2005 retail energy sales, and the total credit is allocated over five years
from 2016 to 2020. The credit shown above represents an estimate of the portion of the total credit that can be taken in 2020,
or 32.3% of the total credit allowed.

RI4-2-2403. lmplcmentatlon Plans

A. Except as provided in Rl4-2-2418, on June l of each odd year, or annually at the election of each affected utility, each
affected utility shall file with Docket Control, for Commission review and approval, an implementation plan describing
how the affected utility intends to meet the energy efficiency standard for the next one or two calendar years, as
applicable, except that the initial implementation plan shall be filed within 30 days of the effective date of this Article.

B.

2.

3.

4.

5.

6. wi l i n

The implementation plan shall include the following information:
I . Except for the initial implementation plan, a description of the eected utility's compliance with the requirements

of this Article for the previous calendar year;
Except for the initial implementation plan, which shall describe only the next calendar year, a description of how
the affected utility intends to comply with this Article for the next two calendar years, including an explanation of
any modification to the rates of an existing DSM adjustment mechanism or tariff that the affected utility believes
IS necessary.
Except for the initial implementation plan. which shall describe only the next calendar year, a description of each
DSM program within a DSM porttkilio to be newly implemented or continued in the next two calendar years and
an estimate of the annual kwh and kW savings projected to be obtained through each DSM ortlol nd program;
The estimated total cost arid cost per kwh reduction of each DSM measure ro on 0 .0andDSM
program described in subsection (B)(3);
A DSM tariff filing complying with RI4-2-2406(A) or a request to modify and reset an adjustment mechanism
complying with Rl4-2-2406(C), as applicable; and
For each new DSM program or DSM measure that the affected utility desires to implement
portfolio, a program proposal complying with RI4-2-2407.I

c . An affected utility shall notify its customers of its annual implementation plan filing through a notice in its next
regularly scheduled customer bills.

D. The Commission may hold a hearing to determine whether an affected utility's implementation plan satisfies the
requirements of this Article within 180 divs after such implementation plan is filed with the Commission. The
Commission MI.l\ Sus c d his d dli d ltemmivc e rn 11 je for d cause.I

I . An affected utility's Commission-approved implementation plan, and the DSM portfolio and programs authorized
thereunder, shall continue in effect until the Commission takes action on a new implementation plan for the affected
utili ty.

I
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Rl4~2-2406. DSM Tariffs

A.

I
2.

3.

4.

An affected utilitys DSM tariff filing shall include the following:
l. A detailed description of each method proposed by the alTected utility to recover the reasonable and prudent costs

associated with implementing the atTected utility's intended DSM pregramsponlblin;
Financial information and supporting data sufficient to allow the Commission to determine the affected utility's
fair value, including, at a minimum, the information required to be submitted in a utility annual report filed under
RI4-22l2(G)(4);
Data supporting the level of costs that the affected utility believes will be incurred in order to comply with this
Article; and
Any other information that the Commission believes is relevant to the Commission's consideration of the MW
filing.

B. The Commission shall approve, modify, or deny a tariff filed pursuant to subsection (A) within 180 days after the tariff
has been filed. The Commission may suspend this deadline or adopt an alterative procedural schedule for good cause.

c.

I
If an affected utility has an existing adjustment mechanism to recover the reasonable and prudent costs associated with
implementing ¢DSM~pregmn1s portlblio. the atTceted utility may, in lieu of making a tariff filing under subsection (A),
file a request to modify and reset its adjustment mechanism by submitting the information required under subsections
(Ain) and (3)

Rl4-2- 2407. Commission Review and Approval of DSM Programs and DSM Measures

A. An affected utility shall obtain Commission approval before implementing a new DSM programorDSl\44neasore.I
B. An affected utility may apply for Commission approval ofa DSM program er9SMmisasoreby submitting a pregnant

proposal either as part of its M nloI implementation plan submitted under RI4-2-2405 or through a separate
applicationlltat idcnti tes h DSM orly Ii u d \~_lJj§l1..lh§.l25M program will he uddcd.4

c.

s s.d. 1iQ<»f~Dsi4+»~~»»»»\=»

iMQDQBMQQ.°* 94'4MESH"

s nd on ooer-DSl\4measuae.
s an tO i

s d rtoo.or-DSl~4measure

A DSM portlblio or program proposal shall include die following:
l . A description of the DSM Pwsrams or-lLQ_DSM measures that the affected utility desires to implement3;§pg;l_gI

lL1g_DSM porlfo@,
2. The affected utility's objectives and rationale for the DSM program ,
3. A description of the market segment at which the DSM programs rl blip is aimed,
4. An estimated level of customer participation in the DSM program .
5. An estimate of the baseline br the components of the DSM portfolio,
6. The estimated societal benefits and savings from the DSM programs n o ilitver-#JSMnteasure,
7. The estimated societal costs of the DSM program nn ntolioer9Sl~4measure,
8. The estimated environmental benefits to be derived from the DSM program
9. The estimated benefit-cost ratio of the DSM program Qs#DSMmeasure,
10. The affected Utility's marketing and delivery strategy,
I l. The affected utility's estimated annual costs and budget for the DSM program
12. The implementation schedule for the DSM programs and portlblio.+»r-lJSi\4measun.
13. A description of the alTected utility's plan for monitoring and evaluating the DSM program§;;;g1gj_[g>3j§lLll_Qa#DSl\4

measure, and
14. Any other information that the Commission believes is relevant to the Commission's consideration of the tarim

filing.

D.I
2.

In determining whether to approve a preglram-DSM proposal, the Commission shall consider:
l . The extent to which the Commission believes the DSM pregi=an44>r-QSA44neasure o to i will meet the goals set

forth in R14-2-2403(A) and
All of the considerations set forth in R14-2-2403(B).



E. Staff may request modifications ofgrlon-goin SM or  folio [DSM programs wi DSM folio to ensure
consistency with this Article. The Commission shall allow aiTected utilities adequate time to notify customers of9sM
pfegrammodifications.

R14-2-2408. Parity and Equity

osnA. within S f  l for;An affected utility shall develop and propose DSM programs
l. R-residential customers, including low-income customers, and
2. Nnon-residential cuslomersfentllew-income-eustomens

d In p o vialm> or prnpruin ¢~»~\n<>nsns§.[eLlQu:ins9mco of the total DSM_bu he dev its3 No css oAs
customers.

. An affected utility shall allocate DSM funds collected from residential customers and from nonresidential customers
proportionately to those customer classes to the extent practicable.

I
l&Djl'he affected utility costs of DSM programs for low-income customers shall be bore by all customer classes, except

where a customer or customer class is specifically exempted by Commission order.

GLDSM tends collected by an affected utility shall be used, to the extent practicable, to benefit that affected utility's
customers.

I WLAN customer classes of an affected utility shall bear the costs of DSMp¢ego=an»s by payment through a non-bypassablc
mechanism, unless a customer or customer class is specifically exempted by Commission order.

R14-2-2409. Reporting Requirements

A.

thin each

3.
4. S within i

By March I of each year, an affected utility shall submit to the Commission, in a Commissionestablished docket for
that year, a DSM progress report providing information for each of the affected utility's Commission-approved DSM
ponlOlios und programs within each portfolio and including at least the following:
I . An analysis of the affected utility's progress toward meeting the annual energy efficiency standard;
2. A list of the affected utility's current Commission-approvcd DSM portfolios and Prvsfamux

and95984-meosures, organized by customer segment;
A description of the findings from any research projects completed during the previous year; and
The following information for each Commission-approved DSM ponlblio and program
DSl~4measure:

I

I
I

8.
b.
c.
d.

an n  n- ' I  1I
f.
g.
h.
i.
j
k.
1.

A brief description:
Goals. objectives, and savings targets;
The level of customer participation during the previous year;
The costs incurred during the previous year. disaggregated by type of cost, such as administrative costs,
rebates, and monitoring costs,
A description and the results of evaluation and monitoring activities during the previous year:
Savings realized in kw, kwh, therms. and BTUs, as appropriate,
The environmental benefits realized, including reduced emissions and water savings;
Incremental benefits and net benefits, in dollars;
Performance-incentive calculations for the previous yean
Problems encountered during the previous year and proposed solutions;
A description of any modifications proposed for the following year; and
Whether the affected utility proposes to terminate the;i.LDSM program ;vgb_in S rtlblio or-DSM
measureand the proposed date of termination.I

B.

I
By September l of each year, an affected utility shall file a status report including a tabular summary showing the
following for each current Commission-approved DSM pon folio and program within each portlblio and-l9Sl\4measure
of the affected utility:
l . Semi-annual expenditures compared to annual budget, and
2. Participation rates.



c . An affected utility shall file each report required by this Section with Docket Control where it will be available to the
public, and shall make each such report available to the public upon request.

D. An affected utility may request within its implementation plan that these reporting requirements supersede specific
existing DSM reporting requirements.

R14-2-2410. Cost Recovery

A.

I
An affected utility may recover the costs that it incurs in planning, designing, implementing, and evaluating a DSM

pregramor-ponliilio and pmqratms within a DSM portfolio er-DSA4aaeasufeif the DSM rt o i programor-DSM
measureis all of the following:
l . Approved by the Commission before it is implemented,
2. Implemented in accordance with a Commission-approved program proposal or implementation plan. and
3. Monitored arid evaluated for cost-effectiveness pursuant to Rl4~2-2415.

B.I An affected utility shall monitor and evaluate each DSM ortl Ii programandDSMmeesuwg@g4 , as
provided in Rl4-2-24l 5, to determine whether the DSM pregiwun4arL98h4-measure-p9;\j3;1j9_is cost-effective and
otherwise meets expectations.

c . lfan eected utility determines that a DSM prsvgramer-DSMnteauuro[gqrlluI is not cost-effective or otherwise docs

not meet expectations, the affected utility shall include in its annual DSM progress report filed under RI4-2-2409 a
proposal to modify or terminate the DSM

D. An affected utility shall recover its DSM costs concunently, on an annual basis, with the spending for a DSM program
8¢.ps1.44m¢5a¢¢n_¢M»1i9. unless the Commission orders otherwise.

I
I

I
E. An affected utility may recover costs from DSM funds for any of the following items if the expenditures will enhance

DSM:
l . incremental labor attributable to DSM development,
2. A market study,
3. A research and development project such as applied technology assessment,
4. Consortium membership, or
5. Another item that is difficult to allocate to an individual DSMprogram on Io.I

F. The Commission may impose a limit on the amount of DSM funds that may be used for the items in subsection (E).

G. If goods and services used by an affected utility for DSM have value for other affected utility functions, programs, or
services, the affected utility shall divide the costs for the goods and services and allocate funding proportionately.

H. An affected utility shall allocate DSM costs in accordance with generally accepted accounting principles.

1.

I
The Commission shall review and address financial disincentives, recovery of fixed t:0M and recovery of net lost
income/revenue, due to Commission-approved DSM firogrelmsponlOls and proamms, if an affected utility requests
such review in its rate case and provides documentaliotVrccords supporting its request in its rate application.

J. An affected utility, at its own initiative, may submit to the Commission twiceannud reports on the financial impacts of
its Commission-approved DSM portlblios and programs, including any unrecovered fixed costs and net lost
income/revenue resulting from its Commission-approved DSM portfolios and programs.I

R14-2-241 I. Performance Incentives

in the implementation plans required by Rl4-22405, an affected utility may propose for Commission review a performance
incentive to assist in achieving the energy efficiency standard set forth in Rl4-2~2404. The Commission may also consider
performance incentives in a general late case.



A.

R14-2-2412. Cost-effectiveness

An atTected uti li ty shall ensure that the incremental benefits to society of the affected uti li ty's overall DSM portfolio
exceed the incremental costs to society of the DSM portfolio.

B. The overall DSM portfolio shall be evaluntcd to determine cost-elTcctiveness using the societal test.

c.

2.
3.

The analysis ofa DSM pfagramlser-DSM+aeasofe4port&»lios cost-effectiveness may include:

I . Costs and benefits associated with reliability, improved system operations, environmental impacts, and customer

service,

Savings of both natural gas and electricity; and
Any uncertainty about future streams of costs or benefits .

D . An affected utility shall make a good faith effort to quantify water consumption savings and air emission reductions,
while other environmental costs or the value of environmental improvements shall be estimated in physical terms when
practical but may be expressed qualitatively.

I nqE. w i l S v f  .
shall be
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R142-2413. Baseline Estimation

A.
DSMo boic lui

)

To determine the baseline, an affected utility shall estimate the level of electric demand and consumption and the
associated costs that would have occurred in the absence of a DSM programs or DSM
measure Iw i l  . D . M b  iI

B. For demand response programs, an affected utility shall use customer load profile information to verify baseline
consumption patterns and the peak demand savings resulting from demand response actions.

c . For installations or applications that have multiple fuel choices, an affected utility shall determine the baseline using the
same fuel source actually used for the installation or application.

0 . . . .

R14-2-2414. Fuel Neutrality

A,I
B:/An affected utility shall use DSM funds collected &om electric customers for electric DSM programs, unless otherwise

ordered by the Commission.

€¢ An affected utility may use DSM funds collected iiom electric customers for thermal envelope improvements.



R14-2-2415. Monitoring, Evaluation, and Research

A.I
1.

2.

3.

4.I
B.

An affected utility shall monitor and evaluate each DSM 9regramandDSP-4meeware ortfoli to:
Ensure compliance with the cost-effectiveness requirements ofRl42-24I2,
Determine participation rates, energy savings, and demand reductions,
Assess the implementation process for the DSM pregwiuawr-49SP~4imeasureponlblio;
Obtain information on whether to continue, modify, or terminate a DSM program or-BSMn4leeisuw-within a DSM
portihlio; and

5. Determine the persistence and reliability of the affected utility's DSM.
An affected utility may conduct evaluation and research, such as market studies, market research, and other technical
research, for DSM program planning, product development, and DSM program improvement within u DSM portlblio.=|

RI4-2-2416. Program Administration and Implementation

A. An affected utility may use an energy service company or other external resource to implement a DSM program or
DSM measure within it DSM portliilio.I

B. The Commission may, at its discretion, establish independent program administrators who would be subject to the
relevant requirements of this Article.

RI4-2-2417. Leveraging and Cooperation

A. An affected utility shall, to the extent practicable, participate in cost sharing, leveraging, or other lawful arrangements
with customers vendors manufacturers, govcmment agencies, other electric utilities, or other entities if doing so will
increase the etTectiveness or cost-effectiveness of a DSM

B . An affected utility shall participate in a DSM program atDSMmeasurewith a natural gas utility when doing so is
practicable and if doing so will increase the effectiveness or cost-effectiveness of a DSM programer-DSM

Rl4-2-2418. Compliance by Electric Distribution Cooperatives

A. An electric distribution cooperative that is an affected utility shall comply with the requirements of this Section instead
of miMing the requirements of Rl4-2-2404(A) and (B) and Rl4-2-2403(A).

B. An electric distribution cooperative shall, on June l of each odd year, or annually at its election:
l . File with Docket Control, for Commission review and approval, an implementation plan for each DSM program

ortlblio and ro 'rains wi .. . to be implemented or maintained during the next one or two calendarI

in 14-2- 4 9.

years, as applicable; and
2. Submit to the Director of the Commission's Utilities Division an electronic copy of its implementation plan in a

format suitable for posting on the Commission's web site.
3_,_An implementation plan submitted under subsection (B) shall set forth an energy efficiency goal for each year of

at least 73% of the savings requirement specified in Rl4-2-2404 and shall include the information required under
R14-2-2405(B).

34. Submit nn l DS ncc with ere rg
R14-2-2419. Waiver from the Provisions of this Article

A. The Commission may waive compliance with any provision of this Article for good cause.

B. An affected utility may petition the Commission to waive its compliance with any provision of this Article for good
cause.

C. A petition filed pursuant to this Section shall have priority over other matters filed under tllis Article.
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TITLE 14. PUBLIC SERVICE CORPORATIONS; CORPORATIONS AND ASSOCIATIONS;
SECURITIES REGULATION

CHAPTER 2. CORPORATION COMMISSION _ FIXED UTILITIES

ARTICLE 7. RESOURCE PLANNING AND PROCUREMENT

Section

R I4-270 I

Rl4-2-702.

R I4-2-703

R I4-2-704.

R I4-2-705.

R l4-2-706.

R I4-2-707.

R I4-2-708.

R I 4-2-709.

R I4-2-710.

Statement of Purpose

Definitions

Applicability

Load-Serving Entity Annual Reporting Requirements

Integrated Resource Planning Process

Integrated Resource Plan Requirements

Commission Rcview and Acknowledgement of Load-Serving Entity integrated Resource Plans

Update, Amendment, or Review to an Acknowledged Integrated Resource Plan

Procurement

Independent Monitor Selection and Responsibilities

R 14-2-70l Statement of Purpose
This Article lays out the requirements for a comprehensive and robust Integrated Rcsource Planning process. The Integrated Resource Plan
("lRP") will consider all reasonable resources to satisfy the demand for electricity services during a fifteen (l3)-year planning period. taking
into account both supply- and demandside electric power resources. In broad terms, the lRP will include an assessment of the planning
environment, a careful and detailed study of a range of future load forecasts, present generation resources, present demand resources, current
investments in electricity conservation technologies, existing transmission and distribution facilities, and the relevant forecast and scenario
analyses in support of a load-serving entity's selected resource plan. It will also contain a discussion of all applicable laws and regulations to
ensure that the proposed Action Plan for the implementation of the selected resource plan complies with all laws and regulations of the
Federal government and the State of Arizona.

The purpose of this Article is to ensure that the [RP serves as an adequate and useful tool to guarantee the orderly and integrated development
of Arizona's electric power system. and to improve the system's reliability, resiliency, efficiency. and transparency. as well as the provision
of electric power services at reasonable prices. The provisions established herein will guide the lRP process along lines that are consistent
with the mandates for the Commission and following the electric power industry's best practices in integrated resource planning. This rcg-
ulation moreover, defines the terms related to the information required in the IRP, the procedures before the Commission, and the perfor-
mance metrics guidelines and inducements that loadserving entities will follow after the Commission has evaluated and reviewed the IRP.
Thc Commission will evaluate the lRP as well as each load-serving entity's performance thercaher in accordance with the provisions see forth
in this regulation.

This regulation shall be interpreted in a way that promotes the highest public good and the protmion of the interests of the residents of
Arizona, and in such a way that the proceedings are carried out rapidly, justly, and economically.

2.

3.

4.

5.

R14-2-702. D el in i t ions
In this Article, unless otherwise specified

I . "Action Plan" refers to a plan that identifies the specific needs and potential actions that a loadserving entity will perform during
the first five (3) years of the Planning Period in order to implement the Preferred Resource Plan.
"Acknowledgment" means a Commission determination under RI4-2-704 that an Integrated Resource Plan meets the require-
ments of this Article.
"Affiliated" means related through ownership of voting securities, through contract, or otherwise in such a manner that one entity
directly or indirectly controls another, is directly or indirectly controlled by another, or is under direct or indirect common control
with another enti ty.
"All-source Request for Proposals" or "all-source RFP" means a process wherein the utility solicits open all-source bids for new
energy, capacity, and grid services iiom market participants. The RFP shall identify the specific needs to be satisfied, but it must be
technology neutral, location neutral and size neutral. The RFP shall consider demand-side resources on equal footing as sup
plyside ones and shall not be limited to "dispatchable" resources.
"All-source Request for Information" or "allsource RFI" means a process wherein the utility solicits open allsource bids for new
energy, capacity, and grid services from market partic ipants. The RFI shall identify the specific  needs to be satisfied, but it must be
technology neutral, location neutral, and size neutral. The RFI shall consider demand-side resources on equal footing as supply-side
ones and shall not be limited to "dispatchable" resources.



28.
29.

6. "Benchmark" means to calibrate against a known set of values or standards.
7. "Book life" means the expected time period over which a power supply source will be available for use by a load-serving entity.
8. "Btu" means British thermal unit.
9: "Capacity" means the amount of electric power, measured in megawatts, that a power source is rated to provide.
10. "Capacity Expansion Model" refers to a computer model designed to seek a least cost, or "optimal", portfolio of electricity supply-

and demand-side resources that meets the utility's load forecast, accounting for system constraints and the need to maintain the
reliability of the system over the planning period in the Preferred Resource Plan.

II. "Capital costs" means the construction and installation cost of facilities, including land, land rights, structures, and equipment.
12. "Coincident peak" means the maximum of the sum of two or more demands that occur in the same demand interval, which demand

interval may be established on an annual, monthly, or hourly basis.
13. "Commission" or "ACC" refers to the Arizona Corporation Commission.
14. "Customer class" means a subset of customers categorized according to similar characteristics, such as amount of energy con-

sumed, amount of demand placed on the energy supply system at the system peak: hourly daily, or seasonal load pattern; primary
type of activity engaged in by the customer, including residential, commercial, industrial, agricultural, and governmental, and lo-
cation.

IS. "Decommissioning" means the process of safely and economically removing a generating unit from service.
16. "Demand management" means beneficial reduction in the total cost of meeting electric energy service needs by reducing or shitting

in time electricity usage.
17. "Derating" means a reduction in a generating unit's capacity.
18. "Discount rate" means the interest rate used to calculate the present value of a cost or other economic variable.
19. "Docket Control" means the office of the Commission that receives dl official filings for entry into the Commission's public

electronic docketing system.
20. "Emergency" means an unforeseen and unforeseeable condition that:

a. Does not arise Rom the load-serving entity's failure to engage in good utility practices,
b. Is temporary in nature, and
c. Threatens reliability or poses another significant risk to the system.

21. "End use" means the final application of electric energy, for activities such as, but not limited to, heating, cooling, running an ap-
pliance or motor, an industrial process, or lighting.

22. "Energy losses" means the quantity ofelectric energy generated or purchased that is not available for sale to end users, for resale, or
for use by the load-serving entity.

23. "Escalation" means the change in costs due to inflation, changes in manufacturing processes, changes in availability of labor or
materials, or other factors.

24. "Generating unit" means a specific device or set of devices that converts one form of energy (such as heat or solar energy) into
electnc energy, such as a turbine and generator or a set of photovoltaic cells.

25. "Heat rate" means a measure of generating station then tal efficiency expressed in Btus per net kilowatt-hour and computed by
dividing the total Btu content of fuel used for electric generation by the kilowatt~hours of electricity generated.

26. "Independent monitor" means a company or consultant that is not aRiliated with a loadserving entity and that is selected to oversee
the conduct of a competitive procurement process under RI4-2-706.

27. "Integrated Resource Plan" or "lRP" means a plan that considers all reasonable resources to satisfy the demand for electric power
services during a specific period of time, including those relating to the offering of electric power, whether existing, traditional,
and/or new resources, and those relating to energy demand such as energy conservation and efficiency or demand response and
localized energy generation by the customer, while recognizing the obligation of compliance with laws and regulations that con-
strain resource selection
"Integration" means methods by which energy produced by intermittent resources can be incorporated into the electric grid.
"intermittent resources" means electric power generation for which the energy production varies in response to naturally occurring
processes like wind or solar intensity.

30. "interruptible power" means power made available under an agreement that permits curtailment or cessation of delivery by the
supplier.

3 I. "in-service date" means the date a power supply source becomes available for use by a load-serving entity.
32. "Load-serving entity" means a public service corporation that provides electricity generation service and operates or owns, in

whole or in part, a generating facility or facilities with capacity fat least 30 megawatts combined.
33. "Longterm" means having a duration of three or more years.
34. "Major change" means any new procurement effort or addition, retirement or modification of generation plant having a nameplate

capacity of 50 megawatts or greater; the addition of pollution control equipment; the unanticipated termination ofa Power Purchase
Agreement, or other event, such as a major forest fire, as set forth by the Commission.

35. "Major Project" shall mean any project greater than 50 megawatts.
36. "Maintenance" means the repair of generation. transmission. distribution, administrative. and general facilities; replacement of

minor items, and installation of materials to preserve the efficiency and working condition of facilities.
37. "Mothballing" means the temporary removal of a generating unit tiom active service and accompanying storage activities.
38. "Operate" means to manage or otherwise be responsible for the production of electricity by a generating facility, whether that far

cility is owned by the operator in whole or in part, or by another entity.
39. "Participation rate" means the proportion ofcustomers who take part in a specific program.



40. "Planning Period" means the fifteen (15)-year period in an Integrated Resource Plan for which resources must be planned to meet
customer load requirements.

4 l. "Flaming Reserve Margin" refers to the reserve margin required to operate a loadserving entity's system reliably.
42. "Preferred Resource Plan" means a portfolio of resource additions selected by a load-serving entity from amongst those evaluated

in the IRP representing the best performing resource mix to be implemented in the Action Plan.
43. "Probabilistic analysis" means a systematic evaluation of the effect, on costs, reliability, or other measures of performance, of

possible events affecting factors that influence performance, considering the likelihood that the events will occur.
44. "Production cos!" means the variable operating costs and maintenance costs of producing electricity through generation, including

fuel trust, plus the cost of purchases of power sufficient to meet demand.
45. "Reference Case" refers to the forecast of load and associated system requirements, commodity prices capital costs and risks

representing a load-serving entity's best understanding of expected circumstances or median probability outcomes.
46. "RefUrbish" means to make major changes, more extensive than maintenance or repair, in the power production, transmission, or

distribution characteristics of a component of the power supply system, such as by changing the fuels that can be used in a gener-
ating unit or changing the capacity of a generating unit.

47. "Reliability" means a measure of the ability of a load-serving entity's generation, transmission, or distribution system to provide
power without failures, measured to reflect the portion of time that a system is unable to meet demand or the kilowatt-hours of
demand that could not be supplied.

48. "Renewable energy resource" means an energy resource that is replaced rapidly by a natural. ongoing process and that is not nu-
clear or fossil fuel.

49. "Reserve requirements" means the capacity that a load-serving entity must maintain in excess of its peak load to provide for
scheduled maintenance, forced outages, unforeseen loads, emergencies, system operating requirements, arid reserve sharing ar-
rangements.

50. "Reserve sharing arrangement" means an agreement between two or more load-serving entities to provide backup capacity.
Sl. "Resource Plan" refers to a selection of supply-side demand-side, and transmission resources that best serves a load-serving en-

tity'sneeds under a given forecast scenario.
52. "Resource planning" means integrated supply and demand analyses completed as described in this Article.
33. "RFP" means request for proposals.
34. "Self generation" means the production of electricity by an end user.
35. "Sensitivity analysis" means a systematic assessment of the degree of response of costs, reliability, or other measures of pcrfor-

mance to changes in assumptions about factors that influence performance.
36. "Short-term" means having a duration of less than three years.
57. "Socioeconomic effects" means changes in the social and economic environments, including, for example, job creation, effects on

local economies geographical concentration of persons and structures, concentration of investment capital, and the ability of
low-income and rental households to receive conservation services.

38. "Spinning reserve" means the capacity a load-serving entity must maintain connected to the system and ready to deliver power
promptly in the event oaf unexpected loss ofgencration source, expressed as a percentage of peak load, a percentage of the largest
generating unit, or in fixed megawatts.

39. "Stall" means individuals working for the Commission's Utilities Division, whether as employees ur through contract.
60. "Third-party independent energy broker" means an entity, such as Preborn Energy or Tradition Financial Services, that facilitates an

energy transaction between separate parties without taking title to the transaction.
61. "Third-party online trading system" means a computer-based marketplace for commodity exchanges provided by an entity that is

not affiliated with the load-serving entity such as the Intercontinental Exchange, Cadifomia Independent System Operator, or New
York Mercantile Exchange.

62. "Total cost" means all capital, operating, maintenance. fuel, and decommissioning costs, plus the costs associated with mitigating
any adverse environmental effects, incurred by end users, load-serving entities, or others, in the provision or conservation of
electric energy services.

c .

D.

R14-2-703. Applicability
A. This Article applies to each load-serving entity, whether the power generated is for sale to end users or is for resale.
B. An electricity public service corporation that becomes a loadserving entity by increasing its generating capacity to at least 50 megawatts

combined shall provide written notice to the Commission within 30 days after the increase and shall comply with the filing requirements
in this Article within two years after the notice is filed.
The Commission may, by Order, exempt a load-serving entity from complying with any provision in this Article, or the Article as a
whole, upon determining that:
l . The burden of compliance with the provision, or the Article as a whole, exceeds the potential benefits to customers in the form of

cost savings, service reliability, risk reductions, or reduced environmental impacts that would result from the loadserving entity's
compliance with the provision or Article, and

2. the public interest will be served by the exemption.
A loadserving entity that desires an exemption shall submit to Docket Control art application that includes, at a minimum:
l . The reasons why the burden of complying with the Article, or the specific provision in the Article for which exemption is requested

exceeds the potential benefits to customers that would result from the load-serving entity's compliance with the provision or Ar-
ticle;



2.

3.

Data supporting the load-serving entity's assertions as to the burden of compliance and the potential benefits to customers that
would result from compliance, arid
The reasons why the public interest would be served by the requested exemption.

2.

a.
b.
c.
d.
e.
f .
g.
h.
i.
j.
k.
I .
m.
n.
o.

2.
a.
b.

c.
d .

e.
f.

3.

4.

RI4-2704. Load-serving Entity Annual Reporting Requirements
A. Demand-Side Data: A load-serving entity shall by April I of each year file with Docket Control a compilation of the following items

of demand-sidc data, including for each item for which no record is maintained the load-serving entity's best estimate and a frill de-
scription of how the estimate was made:
l . Hourly demand for the previous calendar year, disaggregated by:

a. Sales to end users;
b. Sales for resale,
c. Energy losses; 8nd
d. Other disposition of energy, such as energy furnished without charge and energy used by the load-sewing entity

Coincident peak demand (megawatts) and energy consumption (megawatt-hours) by month for the previous 10 years, disaggre-
gated by customer class;

3. Number of customers by customer class for each of the previous 10 years and
4. Reduction in load (kilowatt and kilowatt-hours) in the previous calendar year due to existing demand management measures, by

type of demand management measure.
B. Supply-Slde Data: A load-serving entity shall, by April I of each year, lilc with Docket Control a compilation of the following items of

supply-side data including for each item for which no record is maintained the load-serving entity's best estimate and a full description
of how the estimate was made:
I . For each generating unit and purchased power contract for the previous calendar year:

In-service date and book life or contract period,
Type of generating unit or contract;
The load-serving entity's share of the generating unit's capacity, or of capacity under the contract in megawatts,
Maximum generating unit or contract capacity, by hour, day, or month, if such capacity varies during the year,
Annual capacity factor (generating units only);
Average heat rate of generating units and, if available, heat rates at selected output levels,
Average fuel cost for generating units, in dollars per million Btu for each type of fuel;
Other variable operating and maintenance costs for generating units, in dollars per megawatt hour;
Purchased power energy costs for longterm contracts. in dollars per megawatt-hour,
Fixed operating and maintenance costs o f generating units, in dollars per megawatt;
Demand charges for purchased power;
Fuel type for each generating unit;
Minimum capacity at which the generating unit would be run or power must be purchased;
Whether, under standard operating procedures the generating unit must be mn if it is available to mn,
Description of each generating unit as base load, intermediate, or peaking;
Environmental impacts, including air emission quantities (in metric tons or pounds) and rates (in quantities per mega~

watt-hour) for carbon dioxide, nitrogen oxides, sulfur dioxide, mercury, particulates, and other air emissions subject to
current or expected future environmental regulation,

q. Water consumption quantities and rates; and
r. Tons of coal ash produced per generating unit;

For the power supply system for the previous calendar year:
A description of generating unit commitment procedures;
Production cost;
Reserve requirements,
Spinning reserve;
Reliability of generating, transmission, and distribution systems;
Purchase arid sale prices, averaged by month, for the aggregate of all purchases and sales related to short-term contracts,
and

g. Energy losses,
The capacity, type, location(s), and expected term of demand-side resources offered in the load-serving entity's service area for the
previous calendar year:

a. By or on behalf of the utility;
b. Through government-sponsored programs, or
c. Through self generation, and

An explanation of any resource procurement processes used by the load-serving entity during the previous calendar year that did
not include use of an RFP including the exception under which the process was used.
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R14-2-705. Integrated Resource Planning Process
A. Planning Period: ElTectiveness

I . The RP shall consider a planning period offiheen (I 5) years.
2. An lRP acknowledged by the Commission shall remain in effect until the acknowledgment of a subsequent [RP by the Commis~

sign, or until otherwise established by the Commission through resolution or order.
Any proposal for a new RP, or any proposed update, review, or amendment to an existing lRP must be submitted to the Com-
mission for evaluation and acknowledgment. An update, revision or amendment to an IRP, in whole or in part will not enter into
effect until it is acknowledged by the Commission.

Schedule and Filing
l . By April l of every third year, each loadserving entity shall submit for Commission acknowledgment an lRP proposal in ac

cordance with the provisions of this Article and applicable Commission resolutions and orders. In the case ofa substantial change in
the energy demand or group of resources, the Commission may order that the review of the next IRP be carried out before the three
(3) years provided here to respond to and/or mitigate such changes. At any moment prior to the threeyear filing requirement, a
load-serving entity may submit a proposed update, amendment or review to an acknowledged IRP, as described in Section
R l4-2-708.

2. The filing of the IRP shall initiate a proceeding at the Commission pursuant to the provisions of this Article.
Integrated Resource Plan Filing Structure and Requirements
l . The lRP filing shall be comprised of a main body and accompanying technical appendices.

a. The main body of the [RP shall be written as a coherent, stand-alone document designed to allow informed readers suf-
ticient information to understand the process by which a load-serving entity conducts longterm resource planning and
the key outcomes of that resource planning. The main body shall be organized into the following chapters:

Part One - Introduction and Summary of Conclusions
Part Two - Planning Environment
Part Three - Load Forecast
P811 Four - Existing Resources
Part Five - Resource Needs Assessment
Part Six - New Resource Options
Part Seven - Assumptions and Forecast
Part Eight - Resource Plan Development
Part Nine - Caveats and Limitations
Part Ten - Work Plan
Part Eleven ... Action Plan
Pan Twelve Other considerations or additional information. os required by the Commission through and order,
that may address subjects related to integrated resource planning.

The technical appendices of the IRP filing shall include ancillary information arid descriptions required by this Article but
not included in the main body of the IRP filing. The following technical appendices must be attached to the IRP filing:

Appendix l - Transmission and Distribution Planning
Appendix 2 ... Prior Action Plan lmplcmemation Status
Appendix 3 - Renewable Energy Project Status
Appendix 4 - DemandSide Resources
Appendix 5 - New and Existing Supply-Side Resource Supplemental Data
Appendix 6 - Additional information, as required by the Commission through and order, that may address subjects
related to integrated resource planning.

Tlle lRP filing shall specifically identify and include all references to external and intcmal source documents relied upon
in the development of the proposed IRP.
I . la source document is publicly available on the Internet, a specific link (URL address) to the source document shall

be provided.
If a source document referenced by the load-serving entity in any portion of its IRP tiling is not publicly available or
readily accessible, an electronic copy of such source documents shall be provided along with the IRP filing.
If a source document consists of a study, report, book, periodical, or other publication, not publicly available or
readily accessible, the loadserving entity shall provide copies of the relevant pages from such source documents
relied upon in the development of its proposed RP. All pages which are necessary to underhand the relevant pages
in context shall be provided. Upon request. the load-serving entity shall make available the entirety of such source
document. In the case such source documents are protected under federal copyright law, the load-serving entity shall
make a reference to the documents used for the development of the proposed lRP.

Work papers and models relied upon by the load-serving entity in the development of the IRP shall be filed concurrently
with the RP.
l . Work papers which are available in electronic form shall be provided electronically in native format. All formulae

and viable links shall be left intact.
The loadserving entity shall, at a minimum, provide the following work papers to the Commission :

i. Load Forecast Development work papers;
i i . Fuel Price Forecast Development work papers;

i i i . Resource Plan modeling input files;
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Resource Plan modeling output files as used by the loadserving entity;
Any post-processing or analysis work papers used to assess the Resource Plan modeling output files, in-
cluding financial models used to calculate the present value of revenue requirements, rate impacts. or
other cost elements of the IRP,

vi. Electronic, spreadsheet-based versions of all tables and figures as presented in the RP.
The load-serving entity shall provide access to the modeling software, including license to Staff of the model(s) they use,

at a minimum, arid to provide, as an addendum to the filing, inputs and outputs and/or saved run files from the models.
Such access shall be adequate to enable the Commission to replicate the results and may include the load-serving entity

manipulating the computer model according to instructions or input from the Commission. Reasonable access shall also
be provided to interveners. lfthe load-serving entity seeks to limit access to the program or application to interveners, the
Commission will determine the appropriate access to the program or its output.
The load-serving entity shall use modeling software that meets the following criteria:
I . There are no technical or legal barriers lo providing inputs and outputs of the model to stakeholders in a format

legible to stakeholders;
2. The utility can provide the modeling parameters to stakeholders;
3. The software can reasonably model all types of resources, including wind, solar, and storage, including battery

storage,
4. The software can model at hourly and sub-hourly timescales; and
5. The software is capable of modeling fixed resource retirement dates or optimizing resource retirement dates.
2. When filing its RP, the load-serving entity shall simultaneously publish its lRPs in its full and complete form

on the utility's website, which should be presented in an accessible and comprehensible way to the general public. The load-serving

entity may only withhold information from reporting with Commission approval, under a protective order as provided in Section
R l4-2-707(D)(3). and stakeholders shall have a reasonable opportunity to challenge designations of information as confidential.

R14-2-706. Integrated Resource Plan Requirements
A load-scrving entity shall, by April l of every third year, tile with Docket Control a preliminary lRP. Consistent with Section Rl4-2-705(C)
above, a load-serving entity's lRP must include the following:
A. Planning Environment: The RP shall include a description of the various current laws, regulations, and other mies that might alTect
planning decisions, as well as any that are likely to be implemented during the course of the planning period.

l . This section shall describe, at a minimum, the following factors: federal, state, or municipal standards and rules that impact the
requirement for, or availability oil energy etiiciency. renewable energy. fuel alternatives, or other resource requirements and en~
vironmental standards and regulations that impact existing utility resources or resource choices at the present time through the
planning period.
This section shall also include a discussion of substantial regulatory or legislative standards and rules that have changed since the
acknowledgment of the most recent IRP.

Load Forecast: The load-serving entity shall provide a compilation of peak electricity demand and annual electricity consumption
forecasts for each year of the RP planning period which may include a reference to the last filing made under this subsection for each
item for which there has been no change in forecast s ince the last filing.
l . The load forecasts will include the following items:

a Fifteen-year forecast of system coincident peak load (megawatts) and energy consumption (megawatt-hours) by month
and year. expressed separately for residential, commercial, industrial, arid other customer classes; for interruptible power;
for resale, and for energy losses.
The load-serving entity shall prepare at least three (3) baseline Load Forecasts to reflect a reasonable range of future
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uncertainties:

l . A reference case representing the load~servlng entity's best understanding of expected circumstances or median

probability outcomes;

A low case where customer electricity demand and consumption are significantly below utility median expectations

through the planning period; and
A high case where customer electricity demand and consumption are significantly above utility median expectations

through the planning pcNod.

Disaggregation of the load forecast into a component in which no additional demand management measures are assumed,
arid a component assuming the change in load due to additional forecasted demand management measures,
Analysis and consideration of the impact of:

l . Existing demand-side resources, antic ipated changes to rate design, building codes and standards, deployment of

distributed generation, and other important factors on the load forecast,

Technical losses in the load forecast, including the extent to which the forecast includes the effects of current and

planned technical loss reduction programs, and

Non-technical losses in the load forecast, including the extent to which the forecast includes the effects of current

and planned non-technical loss reduction programs.
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Historic peak demand and energy. Historic data shall be reported covering a ten (l0)~year period prior to the first year of
the RP Planning Period and shall include:

l . The total annual electricity generation and sales for the utility and consumption for each customer class; and

2. The coincident peadar electricity demand for the utility and each customer class.

Documentation of all sources of data, analyses, methods, and assumptions used in making the load forecasts, including a

description of how the forecasts were benchmarked and justifications for selecting the methods and assumptions used.
An evaluation of prior load forecasts provided in the most recent RP, including:

I . Assessment of the annual accuracy of the previous forecasting including a comparison of forecasted versus actual

data;

An explanation of the cause of any significant deviation (meaning more than 3%) between the previous forecasts

and the actual annual peak demand and energy that occurred; and

3. An explanation of tllc impact that historic demandsidc resources had on the prior load forecast.
The load forecasts will be conducted in accordance with the following criteria:

a. A reasonable set of assumptions for economic and/or end use variables shall be included in the development of the
long-term load forecasts.

The load forecasts shall reflect normal weather conditions but must account for forecasted changes in climate due to

climate change.

C. Existing Resources: The loadserving entity shall describe all existing resources that serve or meet the entity's customer's energy and
capacity requirements. The RP shall include the following, which may include references to data reported under Section R14-2-704 above:

l . A description ofall demandside resources currently being implemented by or on bchalfofthe load-serving entity.
2. A description of the energy supply from existing supply-side resources.

a This section shall describe each type of supply-side resources and including at least the following categories:
l . Utility-owned generation,
2. Wholesale power purchase transactions that are one (l) year or longer and a detailed discussion of the transaction,

including the tem of the contract, expiration date, pricing provisions, source of the power, fuel source, and other
relevant information;

3. Cogeneration and small power production;
4. Distributed generation;
3. Pooling or coordination agreements that reduce resource requirements, and
6. Any other supply-side resources.
In addition, the following information concerning each existing supply-side resource shall be supplied. as applicable and
as readily available to the load-serving entity with respect to third-party resources, in the form of a coherent table(s) in the
body of the RP:
l . Resource type;
2. Nameplate and peak available capacity;
3. Annual capacity factor for each of the last five (3) years,
4. Fuel type,
3. Ownership information, including the portion of the resource owned by the load-serving entity, by a private project

developer, or by a customer,
6. Location (district or municipality)
7. Commercial operation date
8. Remaining service life;
9. Any anticipated projects or programs that would alter remaining service life;
10. Remaining contract life, including capacity contracts;
l l. Depreciation schedule,
12. Other contracts that need to be renegotiated (e.g., for water, land lease, fuel supply),
13. Average annual heat rate over the last five (5) years;
14. Current fuel cost in dollars per MMBtu;
15. Current variable operations and maintenance (O&M) cost in dollars per MWh;
16. Current total production cost in dollars per MWh, including any other necessary variables aside from fuel and

variable O&M costs;
17. Anticipated total production cost in dollars per MWh, including any other necessary variables aside from fuel and

variable O8LM costs, for future years through the planning period;
18. Current fixed O&M cost in dollars per kw:
19. Average annual capital expenditures over the It five (3) years in total dollars, and
20. Average annual water consumption, source of supplied water.
This section shall also include an assessment of potential cost»etfective retirements of all utilityowned resources in-
cluding the costs associated with incremental depreciation expenses and estimated operational and capital savings.
l . For each retirement reviewed, the load-serving entity shall:
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Describe the replacement resource need, possible system reliability impacts, and corrective actions for
such impacts; and

i i . Evaluate at least one retirement date that is  within the resource acquis ition period.

If discontinuation, decommissioning, or mothballing of any power source or permanent derating of any generating
facility is expected, the loadserving entity shall provide:

i . Identification of each power source or generating unit involved,
i i . The costs and spending schedule for each discontinuation, decommissioning, mothballing. or derating;

i i i . The reasons for each discontinuation, decommissioning, mothballing, or derating.
For the purpose of identifying existing resources that potentially are not cost-effective as compared to other re-
sources available in the market, the load-serying entity shall compare the costs and performance of each of its ex-
isting resources (utilityowned and contracted) to the costs and performance of generic resources. including energy
efficiency and demand response alternatives. The load-serving entity shall also conduct computer modeling that, at a
minimum, evaluates retirement of each existing generating unit, and retirement of combinations of existing gener-
ating units, under a reasonable range of scenarios during the resource acquisition period. The loadserving entity
need not model retirement of an existing generating unit if a screening analysis shows the unit to be clearly eco-
nomic compared to replacement resources.

The following information concerning each existing supply-side resource shall be supplied as part of Appendix 5:
l . All information in sub~section (b) above;

2. Dates for renewal of operating licenses and permits, to the extent applicable;

3. Compliance schedule with current, proposed, and reasonably anticipated regulatory (including environmental reg-
ulatory) and legal requirements, to the extent applicable;
Expected capital and operating costs for compliance with current, proposed, and reasonably anticipated regulatory
(including environmental regulatory) and legal requirements, to the extent applicable:
Expected yearly non-environmental capital expenditures for the first ten (l0) years of the Planning Period, including
any improvements to operational efficiencies or extensions of the useful life,
Any important changes to the resources that occurred s ince the acknowledgment of the most recent lRP or which is

expected to occur prior to the filing ofa review, update, or amendment, including:
i . A description of each large capital project (over $3,000,000) expected in the next live (5) years;

i i . Changes in fuel types expected to result from economic restrictions or environmental regulations.
Resource Needs Assessment: The load-scrving entity shall prepare a resource needs assessment and a detailed description of the results
of such assessment. The purpose of the resource needs assessment is to identity current and/or future expected capacity and/or energy
requirements resulting from the expected or contractual retirement of or cessation of services from, existing supply and demand-side
resources when compared against forecast load conditions. The resource needs assessment shall contain at least the following elements:
I . An expected planning reserve margin over a fittcen-year period.

a. The planning reserve margin shall follow industry standard methodologies in assessing a necessary planning reserve
b h d.

b.

2.
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margin to maintain relia lc service during t c planning perio
To the extent that the reserve margin assessment cannot be developed independently of a resource plan, the load-serving
entity may use its then-current business plan to assess and describe the necessary planning reserve margin.

c . The load-serving entity shall demonstrate why the planning reserve margin targets in its  forecast are reasonable.

A coherent table showing, by year, the expected capacity of each existing supply-side and existing demandside resource, its load
requirements, arid load requirements including the planning reserve margin. The load-serving entity shall identify its annual net
position relative to its expected needs throughout the planning period.

a. The capital costs and operating and maintenance costs of all new or refurbished transmission and distribution facilities
expected during the I3-year period; and
An explanation of the need for and purpose of all expected new or refurbished transmission and distribution facilities,
which explanation shall incorporate the load-serving entity's most recent transmission plan filed under A.R.S. §
40-360.02(A) and any relevant provisions of the Commission's most recent Biennial Transmission Assessment decision
regarding the adequacy of transmission facilities in Arizona.

E. New Source Options: The loadserving entity shall assess the need for its existing resources and any need to acquire new resource
options that may reasonably serve or meet the load-serving entity's customer's energy and/or capacity requirements.

l . The IRP shall identi fy and evaluate a wide range of new supplyside resource options including renewable and non-renewable
options, to be used in the development of the RP. While a load-serving entity may designate specific options as not feasible for
future development, such designations must be accompanied by a clear and comprehensive explanation that justifies the
load-serving entity's determination on the basis of cost, resource availability, or engineering feasibility.
8. For each supply-side resource option identified as a feasible alterative, the load-serving entity shall provide the following

information, as applicable, in the form of a coherent table in the body of the RP:
l . Resource type,
2. Location, if a specific project site has been identified, otherwise, restrictions and other considerations that may

dictate resource placement,

Capacity;
Fuel type;
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5. Capacity factor for renewable energy resources;
6. Etlective load carrying capacity (ELCC) or capacity contribution to peak;
7. Ownership information, including the portion of the resource owned by the load-serving entity, by a private project

developer, or by a customer,
8. Anticipated service life;
9. Heat rate
10. Overnight capital cost;
l l. Fixed operations and maintenance cost,
12. Non-fuel variable operations and maintenance cost, and
13. Average annual water consumption.
For each resource identified in subsection (a) above, the following additional information shall be supplied:
I . All information in (a) above;
2. Other costs to construct and/or operate the resource, including financing costs, property taxes, supplemental pay~

merits, and interconnection costs;
3. Lead time necessary to plan and build, or acquire through a power purchase agreement,
4. Any constraints on the acquisition or construction of the resource as applied by the load-serving utility in the ca-

pacity expansion model, including first potential date of construction, maximum units feasible to acquire or con-
struct per year, and total number of the resources allowed in the model through the planning period,
Any constraints on the operation or dispatch of the resource as applied by the loadserving entity in its modeling,
including minimum up-time, minimum downtimc, or energy or effluent limitations;

6. Any impact of the location of the resource on reliability and system resilience,
7. Evaluation of the interconnection of renewable energy projects and independent power producers to the utility

system; arid
A description, with quantitative information and analysis as required, of how the resource contributes to meeting the
requirements of the Clean and Renewable Energy Standard in Article 18 of this Chapter.

The lRP shall include a projection and account for expected types and amounts of customer-owned distributed generation, by

customer class, including:

a. A I3-year forecast of sell generation by customers of the loadserving entity, in temps ofannual peak production

(megawatts) and annual energy production (megawatt~hours);

Disaggregation of the forecast of subsection (B) into two components, one reflecting the self generation projected if no
additional efforts are made to encourage self generation, and one reflecting the self generation projected to result from the
loadserving entity's institution of additional forecasted self generation measures;

c. A I5-year forecast of the annual capital costs and operating and maintenance costs of the sclfgeneration identified arid
d. Documentation of the analysis of the self generation;

This section shall also include the following:
a. A calculation of the benefits of generation using renewable energy resources,
b. Analysis of integration costs for intermittent resources,
c. A plan to increase the efficiency of the load-serving entity's generation using fossil fuel,
d. A description of a wide range of potential new energy efficiency and demand response programs.

l . For each demand management program or measure, the IRP will describe:
i. How and when the program or measure will be implemented;

ii. The projected participation level by customer class for the program or measure;
i i i . The expected change in peak demand and energy consumption resulting from the program or measure,
iv. The expected reductions in environmental impacts, including air emissions, solid w8ste, and water con-

sumption, attributable to the program or measure,
v. The expected societal benefits, societal costs, and cost-effectiveness of the program or measure;

vi . The expected life of the measure, and
vi i . The capital costs, operating costs, and maintenance costs of the measure, and the program costs;

2. For each demand management measure that was considered but rejected:
i. A description of the measure;

i i . The estimated change in peak demand and energy consumption from the measure;
i i i . The estimated cost-effectiveness of the measure,
iv. The capital costs, operating costs, and maintenance costs of the measure, and the program costs; and
v. The reasons for rejecting the measure.

A plan for reducing environmental impacts related to air emissions, solid waste, and other environmental factors, and for
reducing water consumption.

Assumptions and Forecasts
l . The RP shall document key modeling assumptions and inputs including, at least, the following:

a Annual fuel prices for each delivered fuel;
b. Annual emission prices;
c. Economic conditions,
d. Environmental regulations;
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c. Other nonenvironmental regulations including renewable portfolio standards
£ Utility discount rate or weighted average cost of capital;
g. Annual debt limitations.

The IRP shall also identify factors that will significantly influence key forecasts (including electricity demand, electricity con-
sumption. fuel prices), and develop a range of possible outcomes for those forecasts encompassing at least the fifth (3th) and
ninety-fillh (95th) percentile outcomes as understood by the load-serving entity.

a. Forecasts should include exogenous elements beyond the load-serving entity's control including but not limited to:
l . Economic conditions,
2. Environmental regulations,
3. Changes in customer load not caused by utility demand-side resources;
4. Customer-sited distributed generation
3. Fuel prices;
6. Emissions costs, and
7. Capital costs.
For each forecast, the lRP shall identify a reference case forecast, arid describe the basis of the forecast range identified.
The RP shall consider multiple scenarios that encompass the reasonable range of possible outcomes for uncertain
forecasts. Scenarios may combine key forecasts in a manner that enables a reasonable exploration of the range of fore-
seeable risks to the safety, reliability, and affordability of retail services. The RP shall consider a sufficient number of
scenarios to both describe feasible or likely sets of forecasts, as well as capture a wide range of possible risks.
l . The load-serving utility shall justify the scenarios used and excluded from consideration and describe why the
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combinations assessed represent a reasonable range of risks.
To the extent that the loadserving entity relies on explicit or implicit relationships or correlations between forecasts,
the load-serving entity shall describe the basis of the relationships.
The load-serving entity shall incorporate any scenarios required by the Commission or reasonably suggested by
interested stakeholders.

The RP shall include a Reference Casc Scenario, representing the load-serving entity's best understanding of expected
circumstances or median probability outcomes.

G.
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Resource Plan Development.
l . The RP shall identify in detail the mechanisms used by the load-scrving entity in developing its resource plans.

a. The RP shall include, within the main body of the RP, the following:
l . Comprehensive descriptions of the modeling mechanisms used in the development and sensitivity analysis of each

resource plan, based on Capacity Expansion Models. The load-serving entity may in addition use production cost
models, a heuristic approach, or a combination of the hvo.
Descriptions of key resource plan assumptions and purposes, including consideration of stakeholder input and
Commission requirements,
A coherent table illustrating the key difference between resource plans, including annual retirements, retrofits or
conversions, and new builds for both supply- and demand-side resources, changes in capacity (upratcs or derations)
or existing supply- and demand-sidc resources, changes in transmission or distribution systems key assumptions,
and resource plan cost,
A description of the mechanism and criteria used to select the Preferred Resource Plan, following the requirements
of subsection (2)(c) below;
A coherent load and resource balance table for the Preferred Resource Plan showing, by year, the expected capacity
of each existing and new supply-side and demand-side resource, its expected peak load, its planning reserve margin,
and its total load requirements, including the planning reserve margin. The load-scrving entity shall identify its
annual net position relative to its expected needs during the planning period.
For the Preferred Resource Plan, and for each resource plan considered in the RP, the lRP shall include, at a
minimum, the following supplemental information:

i. A table of annual capacity contribution by resource;
i i . A table of annual generation by resource,

i i i . A table of annual emissions by resource,
iv. A table of annual fuel consumption by fuel type;
v. A cash-flow table comprised of annual cost values for, at a minimum, fuel spending by type of fuel,

generation capital, transmission capital, fuel infrastructure capital, total generating unit variable opera-
tions and maintenance, total generating unit fixed operations and maintenance, fuel infrastructure opera-
tions and maintenance, CO2, NOx, S02 emissions, water consumption, fossil Itel power purchase
agreements and renewable power purchase agreements.

Anal2. Resource Plan Development sis
a The lRP shall use a Capacity Expansion Model to develop least-cost resource plans that meet customer needs under the

reference case scenario and various future scenarios. If the loadserving entity does not use a Capacity Expansion Model
to develop leastcost resource plans, the loadserving entity must seek, and receive, a waiver from the Commission to use
any other kind of resource plan development model for this purpose, in which case the Commission may adopt through
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resolution any and all appropriate requirements to ensure reliability of the information and conclusions produced and
presented in the RP.
l . The Capacity Expansion Model shall, at a minimum:

i. Seek to optimize the present value ofrevenue requirements over the planning period,
i i . Consider demand-side resources in a competitive framework with supply-side resources,
i i i . Recognize all utility-bome costs associated with the development of new resources;
iv. Recognize all utility-bome costs, as well as avoided costs, associated with the retirement or modification of

existing resources.
Costs that the load-scrving entity has incurred or committed prior to the commencement of the planning period
(including, but not limited to, existing plant balances, committed capital expenditures, and rate-based costs) shall not
be assessed in the Capacity Expansion Model unless they are specifically avoidable through the procurement of new
assets or retirement or modification of existing assets.
The load-serving entity shall use the Capacity Expansion Model to develop a comprehensive set of resource plans to
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include a wide variety of supply-side, energy efficiency, and demand response resources.
Supply-side resources shall include various options for early retirement of existing power plants, for refurbishment
or repowering of existing power plants, and for deferral of new power plants where feasible.
Supply-side resources shall also include any changes in the transmission or distribution systems that accompany
generation resources or are necessary for the maintenance ofsystem reliability.
Energy efficiency and demand response resources shall include programs with a variety of different cost levels, in
order to assist in the identification of all cost-effcctivc energy and demand respond resources.
The load-serving entity shall incorporate any resource plans required by the Commission.
The loadserying entity shall provide a comprehensive discussion of any resource plans excluded from consideration
on the basis of reliability or viability.
Each resource plan shall be designed to ensure that the load-serving entity complies with the Clean and Renewable
Energy Standard requirements of Article 18 of this Chapter.

Each of the resource plans resulting from the Resource Plan Development Modeling shall be subjected to sensitivity
analyses exploring a reasonable range of uncertainty in forecast assumptions. The purpose is to examine the robustness of
resource plans created in the optimization analysis (i.e., how each plan affected by changes in the input assumptions). To
that end, the [RP shall include a compilation ofthe following analyses and plans:
l . Analyses to identity and assess errors, risks, arid uncertainties in the following, completed using methods such as

sensitivity analysis and probabilistic analysis:

i . Demand forecasts;

i i . lhc costs of demand management measures and power supply,
i i i . The availability of sources of power;

iv. The costs of compliance with existing and expected environmental regulations;

Any analysis by the load-serving entity in anticipation of potential new or enhanced environmental reg-
ulations,
Changes in fuel prices and availability;

Construction costs, capital costs. and operating costs. and
Other factors the load-serving entity wishes to consider,

scription and analysis of available means for managing the errors, risks, and uncertainties identified and ana-

in subsection (b)(l), such as obtaining additional information, limiting risk exposure, using incentives, cre-

additional options, incorporating flexibility, and participating in regional generation and transmission projects;
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3. A plan to manage the errors, risks, and uncertainties identified and analyzed in subsection (b)(l).
The loadserving entity shellI select a Preferred Resource Plan from among the resource plans developed and evaluated in the
optimization and sensitivity analyses.

l . In selecting the Preferred Resource Plan, the load-serving entity shall use the minimization of the present value of
revenue requirements as the primary selection criterion.
2. The loud-serving entity shall also consider osier criteria, including but not limited to, system reliability; shon-

and long-term risk, environmental impacts, transmission needs and implications, distribution needs and im-
plications, financial impacts on the load-serving entities; opportunities to site renewable facilities in commu-
nities where conventional generation has been retired, arid the public interest. Where meeting these needs is
associated with quantifiable costs, these costs shall be included in the calculation of the present value of rev-
enue requirements.

The RP shall include detailed discussion of each of the above factors in support of its Preferred Resource Plan. The
load-serving entity may opt to choose a plan that is not the lowest cost, provided that, in doing so, it presents a de-
tailed description of all the criteria and reasoning used to select the Preferred Resource Plan that is not the lowest
cost.
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Caveats and Limitations: The [RP shall include an annotated list of key caveats and limitations of its analysis, including the impact of
uncertainty, the modeling mechanism, key regulatory and project execution assumptions, and costs. The purpose of this section is to
illustrate the load-serving entity's certainty with respect to the Preferred Resource Plan.
Work Plan: No more than two (2) years following a load-serving entity's most recently-submitted RP. the loadserving entity shall file
with Docket Control a work plan that includes:
l . An outline of the contents of the [RP the load-serving entity is developing to be tiled the following year as required under Section

Rl4-2-705(B);

The load-sewing entity's method for assessing potential resources,
The sources of the load-serving entity's current assumptions and a plan to incorporate forecasts based on inputs suggested by
stakeholders; and
An outline of how the load-serving entity plans to ensure significant stakeholder engagement, including the timing and extent of
public participation and advisory group meetings the loadserving entity intends to hold before completing and filing the resource
plan.

a.

c .

Id .

e .

J .

The loadserving entity must provide for at least four meetings with stakeholders during the RP development process for
the following purposes:
l . At the beginning, Io collaborate on the planning approach, priorities, and evaluation criteria;
2. Prior to extensive analysis, to discuss model input assumptions and analysis structure,
3. Post-analysis, to discuss the results and draw conclusions about the import of those results, and
4. After a final draft [RP has been developed, to present findings and the resulting actions before it is filed with ACC.
The loadserving entity may provide additional meetings depending on the level of interest from stakeholders.
In order to make these meetings effective, stakeholders must have access to the pertinent data including modeling inputs
and assumptions, if necessary under a reasonable non-disclosure agreement or protective order that effectively balances
the public's right to access information with the utility's interest in limiting access to confidential business information,
and the utilities should be prepared with the appropriate personnel and experts to answer questions. Throughout the
stakeholder engagement process, the load-serving entity must, at a minimum:
l . Solicit alterative modeling inpuWparamcters for alterative modeling runs; and
2. Respond to requested alternatives by either performing the runs or explaining why they chose not to perform the

requested runs.
Following each meeting the load-serving entity shall provide meetings minutes, or if possible a recording, for future
reference by stakeholders and to ensure that the utility has future access to all relevant information or concerns raised
during the meetings. Such minutes or recording must provide enough information to make clear who (either which in-
dividual or organization) presented any given idea or suggestion during a meeting.
The work plan shall describe and demonstrate that the stakeholder engagement process has been satisfied and will con-
tinue to be met throughout the IRP process;

with its RP, a load-serving entity shall include an action plan, based on the results of the resource planning process.
use of the action plan is to specify implementation actions that need to be performed during the first five years of the
period as a result of the Preferred Resource Plan. The action plan is not intended to replace or modify additional resource

les and orders.
2.

2.

b .

2.

Action Plan:
I . The pump

planning
certification processes required by statute or other Commission ru
Thc action plan shall include, at a minimum:

a. Details on the intent and specific markers required to meet the load-serving entity's specific needs over the first five years
of the planning period.
l . The action plan shall identify the specific needs to be satisfied, but it must be technology neutral, location neutral,

and size neutral.
The purpose of the action plan is to facilitate in a subsequent all-source RFP consideration ofdemand-side resources
on equal footing as supply-side ones and must not be limited to "dispatchable" resources.

A summary of actions on treatment of existing rcsounces or future resource acquisitions that the load-serving entity be-
lieves muy satisfy its defined future needs based on the Preferred Resource Plan. This should include a table of key ac-
tions in the first five years after aclmowledgment of the lRP including, at a minimum, expected procurement processes
for supply-sidc resources and energy efficiency, permitting requirements, construction activities, required studies, and
other significant events. Although such summary and table shall provide the load-serving entitys suggestions for specific
actions, the load-serving entity shall base its selection of specific resources on the results of an all-source RFP to satisfy
the needs identified in subsection (a) above.
l . The action plan shall cover intended acquisitions ofdemand-side, supplyside, transmission, distribution. and/or fuel

infrastructure resources, retirements and/or retrofits of existing generating resources, entrance into, renegotiation or
cessation of power purchase agreements, arid any other resource commitments.
For each action identified in the action plan, the IRP shall specify and provide:

i . The expected calendar year and quarter in which the action will be commenced,
i i . The expected calendar year and quarter in which the action will be completed;

i i i . issuances of permits and other regulatory actions that are required in order for the action to take place;
iv. For any major expected resource acquisitions, retirements, retrofits, or power purchase agreements, the

action plan shall provide information on the cost of the option chosen and the plan for financing that op-
tion;
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3.

4.

5.

The anticipated impact of the action on any relevant performance metrics established by tlle Commission;
and

vi. Any other information required by the Commission through resolution or order.
The action plan shall cover the five-year period following the Commission's acknowledgment of the resource plan. Any given
action plan will remain in effect until a new action plan is approved as part ofa subsequent RP proceeding or until the Commission
states otherwise.
The lRP shall provide a status update on the implementation of the action plan in effect at the time of the filing of the IRP (or the
most recent action plan, if the filing of a proposed IRP occurs alter the expiration of any previous action plan). This status update
shall include the following:

a. An itemized list of each element of the prior lRP action plan;
b. A description of the load-serving entity's actions taken to execute each action item,
c. Any changes to date in the timeframe ofexpected commencement and completion, permitting or regulatory requirements,

or removal of the action item based on intervening events.
d. Any changes to permitting, engineering, or construction processes of major projects already in progress, and
e. A description of the cause of any changes to the prior RP action plan.

The action plan shall also provide an explanation, with supporting documentation, of the avoided cost calculation. An avoided cost
must be calculated for each year in the forecast period. Thc avoided cost calculation must reflect timing factors specific to the
resource under consideration such as project life and seasonal operation. Avoided costs shall include, but is not limited to, the
following:

a. The avoided generating capacity cost adjusted for transmission and distribution losses and the reserve margin require-
ment,

The avoided distribution capacity cost;
b.
c.
d.

b.

c.

d.

2.

b.

I .

2.

3.

c.

The avoided transmission capacity cost;
alld

The avoided operating cost, including fuel, plant operation and maintenance, spinning reserve. emission allowances, and
transmission and distribution operation and maintenance.

R14-2-707. Commission Review and Acknowledgement of Load-serving Entity Integrated Resource Plans
A. RP Preflling Process

I . At least one year before the next IRP is due the Commission may schedule one or more technical conferences to gather information
regarding the methodology and contents contemplated by the loadserving entity for its new lRP proposal.

a, in scheduling these technical conferences, the Commission may require a load-serving entity to provide specific infor-
mation regarding the development of the proposed IRP.
The Commission will ser forth, in its orders scheduling the technical conferences, the process for the orderly presentation
of the information.
The purpose ofthcse technical conferences is to provide an opportunity for the Commission to ensure a load-serving
cntity'slRP filing will reasonably comply with the requirements set forth in this Regulation and the analysis conducted
therein will be sufficiently robust so as to comply with public policy goals and meet Commission expectations as to the
quality of the analysis and information provided. These proceedings will also provide an opportunity for the load-serving
entity to seek clarilicallons from the Commission with regards to compliance with the requirements set forth in this
Regulation.
The Commission may require a load-serving entity to address any issues it believes should be included in the RP that are
not specifically set forth in these rules.

The load-serving entity shall, before setting assumptions on cost of particular resources, conduct an all-source Request for Infor-
mation (RFI), wherein the utility solicits open all-source bids for new energy, capacity, and grid services iiom market participants.

a. The resulting bids shall form a cohort of known new resource options with appropriate pricing and availability that shall
be used to inform assumptions and the evaluation of resources within the lRP.
The RFI shall identify the specific needs to be satisfied, but it must be technology neutral, location neutral, and size
neutral. The RFI shall consider demand-side resources one equal footing as supply-side ones and shall not be limited to
"dispatchable" resources.

B. Review by Staff Within three (3) months of the submission of a preliminary IRP, Staff shall file a report that contains its
analysis and conclusions regarding its statewide review and assessments of the loadserving entity's IRP.
If a load-serving entity's submission does not contain suflicicnt information to allow Staff to analyze the submission fully for
compliance with this Article, Staff shall request additional information from the load-serving entity, including the data used in the
load-scrving entity's analyses.
Staff may request that a loadserving entity complete additional analyses to improve specified components of the load-serving
entity's submissions and may request a technical conference with the load-serving in order to gather information regarding the
methodology and contents contemplated by the utility so that the Commission can assess the quality and robustness of the utility's
analysis.

Review by Commission: Within 9 months of the tiling of a preliminary RP, the Commission shall issue an order malting the fol-
lowing specific findings:
l . Completion: The Commission shall determine whether the IRP is adequate as an informational document to allow full arid robust

review by stakeholders and the ACC and to facilitate consideration of the load-serving entity's resource alternatives. If a
load~serving entity's submission does not contain sufficient information to allow Staff to analyze the submission fully for com-
pliance with this Article Staff or the Commission shall request additional information from the load-serving entity, including the



2.

data used in the load-serving entity's analyses. A determination of completeness or sufficiency as an informational document shall
not be construed as a ruling on the substance of the IRP.
Acknowledgement: The Commission shall issue an order acknowledging, rejecting, or modifying a load-serving entity's lRP in
whole or in part. The Commission will acknowledge components of the lRP if the Commission determines that the RP, as amended
if applicable, complies with the requirements of this Article and that the load-scrving entity's RP is reasonable and in the public
interest, based on the information available to the Commission at the time and considering the following factors:

a. The IRP sufficiently analyzed the components provided under Section R14-2-706,
b. The total cost of electric energy services (the RP should provide least-cost service);
c. The degree to which the factors that affect demand, including demand management, have been taken into account;
d. The degree to which the [RP will minimize, to the extent practicable, adverse socioeconomic and environmental effects;
e. The degree to which the IRP will enhance the utility's ability to respond to financial, social, and technological changes

affecting its operations;
f i The degree to which supply alternatives, such as self generation, have been taken into account,
g. Uncertainty in demand and supply analyses, forecasts, and plans, and whether plans are sutliciently flexible to enable the

load-serving entity to respond to unforeseen changes in supply and demand factors
The reliability of power supplies, including fuel diversity and non-cost considerations:

of the transmission grid;

D.

2.

3.

4.

h.
i. The reliability
j. The degree to which the RP will limit the risk of adverse effects on the utility and its customers from factors outside of

the utility's control,
k. The environmental impacts of resource choices and altemativcs,
l. The degree to which the load-serving entity considered all relevant resources, risks, and uncertainties,
m. The degree to which the load-serving entity's plan for future resources is in the best interest of its customers; and
n. The degree to which the load-serving entity's IRP allows for coordinated etTore with other load-serving entities.

3. A load-serving entity may seek Commission approval of specific resource planning actions.
Procedure Before the Commission
I . Hearing: The Commission may hold a hearing or workshop regarding a loadserving entity's RP. lfthe Commission holds such a

hearingor workshop, the Commission may extend the deadline for the Commission to issue an order regarding acknowledgment
under subsection (C). Any public hearing shall be on the record and a transcript shall be made publicly available for ligature reference
by stakeholders and the load-serving entity.
Discovery: The Commission shall permit reasonable discovery by interested stakeholders during the profiling process, alter an IRP
is filed, and during the hearing in order to assist parties and interested persons in obtaining evidence concerning the integrated
resource plan. including, but not limited to, the reasonableness and prudence of the plan and alternatives to the plan raised by in-
tervening parties. Dam protected by a protective order shall not be submitted to Docket Control and will not be open to public
inspection or otherwise made public except upon an order of the Commission entered alter written notice to the load-serving entity.
lnterestcd stakeholders shall have the opportunity to agree to reasonable terms of a protective order in order to gain access to
protected information.
Confidentiality and Protective Orders: la load-serving entity believes that a datareporting requirement may result in disclosure
of confidential business data or confidential electricity infrastructure infunnation, the load-serving entity may submit to StalT as
request that the data be submitted to Staff under a protective order, which request shall include an explanation justifying the con-
fidential treatment of the data.
Supplemental Information: A load-serving entity or interested party may provide, for the Commission's consideration, analyses
and supporting data pertaining to environmental impacts associated with tlle generation or delivery of electricity, which may in-
clude monetized estimates of environmental impacts that are not included as costs for compliance. Valucs or factors for compliance
costs, environmental impacts, or monetization of environmental impacts may be developed and reviewed by the Commission in
other proceedings or stakeholder workshops. Similarly, ifcomments from interested stakeholders indicate additional information is
appropriate, StalT or the Commission may request such information from the loadserving entity.

3. Effect of Commission Acknowledgment: While no particular future ratemadcing treatment is implied by or shall be inferred from
the Commission's acknowledgment. the Commission shall consider a load-scrving entity's filings made under Rl4-2-706 when the
Commission evaluates the performance of the load-serving entity in subsequent rate cases and other proceedings. Although decisions
regarding whether to allow a utility to recover from its customers the costs associated with new resources may only be made in a rate
case proceeding, acknowledgment of an IRP is relevant to subsequent examination of whether a utility s resource investment is prudent
and should be recovered from ratepayers. Just as acknowledgement does not guarantee favorable ratemaking, a decision to not
acknowledge an action item does not constitute a preliminary determination of impudence. The Commission can nevertheless consider
whether a load-serving entity has proceeded with an expenditure that has either been expressly rejected or otherwise not acknowledged
by the Commission when evaluating the performance of the load-serving entity in a subsequent rate case.

R14-2-708. Update, Amendment, or Review to an Acknowledged IRPA load-serving entity may file an amendment to an acknowledged
IRP if changes in conditions or assumptions necessitate a material change in the load-serving entity's plan before the next RP is due to be
filed. As soon as the load-serving entity anticipates a significant deviation from its acknowledged RP, it must tile an update / amendment
with the Commission unless the loadserving entity is within six months of filing its next lRP. This filing must meet the requirements set forth
in Section R14-2-706 of this rule.
A. Reasons that might warrant a load~serving entity to consider proposing an update / amendment include, but are not limited to:
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It anticipates submitting an application for a certificate to construct purchase, or otherwise acquire a long-term supply-side or
demand-side resource that was not previously included as part of the cunent acknowledged RP,
lt anticipates the need to undertake a procurement process for a demand-side or supply-side resource that was not included as part of
the current acknowledged RP;

3. It expects to make a Major Change to the lRP or the Action Plan before the filing of the next lRP proposal.
Notwithstanding paragraph (A). the Commission shall have the authority to require a loadserving entity to file an update, amendment,
or review to the acknowledged RP, should it determine that conditions warrant such action.
If the load-serving entity requests Commission acknowledgement of proposed changes to the action plan contained in its acknowledged
lRP:
I .

2.

3.

Purchase from a non-affiliated entity through auction or an RFP process:

B.

c .

D.

The load-serving entity must file its proposed changes with the Commission and present the results of its proposed changes to the
Commission at a public meeting prior to the deadline for written public comment; and
Commission staff and parties must file any comments and recommendations with the Commission and present such comments and
recommendations to the Commission at a public meeting within six months of the load-serving entity's filing of its request for
acknowledgement of proposed changes; and
The Commission may provide direction to an energy utility regarding any additional analyses or actions that the utility should
undertake in its next IRP.

D. The filing of an IRP update does not relieve a load-serving entity from its obligation to file a new, complete RP every three (3) years.
RI4-2-709. Procurement
A. Except as provided in subsection (B), a load-scrving entity may use the following procurement methods for the wholesale acquisition of

energy capacity, and physical power hedge transactions:
l . Purchase through a third-party online trading system;
2. Purchase from a third-pany independent energy broker,
3.
4. Bilateral contract with a nonaftiliated entity;
5. Bilateral contract with an affiliated entity, provided that non-aMliated entities were provided notice and an opportunity to compete

against the affiliated entity's proposal before the transaction was executed; and
6. Any other competitive procurement process approved by the Commission.
Any RFP shall seek to satisfy a loadserving entity's basic needs, as defined in the action plan, rather than define a specific technology or
source. As such, an RFP shall be technology neutral, location neutral (any unit that can deliver energy/capacity into the particular zone
even if not located there should be permitted to compete), except that preference shall be given to renewable resources sited in com-
munities where conventional generation has been retired, and size neutral. The RFP shall consider demand-side resources one equal
footing M supply-side ones and shall not be limited to "dispatchable" resources.
A load-serving entity shall use an RFP process as its primary acquisition process for the wholesale acquisition of energy and capacity,
unless one of the following exceptions applies:
l . The load-serving entity is experiencing an emergency;
2. The load-serving entity needs to make a short-term acquisition to maintain system reliability;
3. The load-serving entity needs to acquire other components of energy procurement, such as fuel, fuel transportation, and transmis-

sion projects;
4. The load»serving entity's planning horizon is two years or less;
5. The transaction presents the loadserving entity a genuine, unanticipated opportunity to acquire a power supply resource at a clear

and significant discount, compared to the cost of acquiring new generating facilities, and will provide unique value to the
load-serving entity's customers;

6. The transaction is necessary for the load-serving entity to satisfy an obligation under the Renewable Energy Standard rules; or
7. The transaction is necessary for the loadserving entity's demand-side management or demand response programs.
A load-serving entity shall engage an independent monitor to oversee all RFP processes for procurement of new resources.

B.

D.

R14-2-7010. Independent Monitor Selection and Responsibilities
A. When a load-serving entity contemplates engaging in an RFP process, the load-serving entity shall consult with Staff regarding the

identity of companies or consultants that could serve as independent monitor for the RFP process.
After consulting with Stall a load-serving entity shall create a vendor list of three to five candidates to serve as independent monitor and
shall file the vendor list with Docket Control to allow interested persons time to review and file objections to the vendor list.

C. An interested person shall file with Docket Control, within 30 days after a vendor list is tiled with Docket Control, any objection that the
interested person may have to a candidate's inclusion on a vendor list.
Within 60 days after a vendor list is filed with Docket Control, StatT shall issue a notice identifying each candidate on the vendor list that
Staff has determined to be qualified to serve as independent monitor for the contemplated RFP process. in making its determination,
Staff shall consider the experience of the candidates, the professional reputation of the candidates, and any objections filed by interested
persons.

E. A load-serving entity that has completed the actions required by subsections (A) and (B) to comply with a particular Commission
Decision is deemed to have complied with subsections (A) and (B) and is not required to repeat those actions.

F. A load-serving entity may retain as independent monitor for the contemplated RFP process and for its future RFP processes arty of the
candidates identified in Staffs notice.

G. A load-serving entity shall file with Docket Control a written notice of its retention of an independent monitor.
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A load-serving entity is responsible for paying the independent monitor for its services and may charge a reasonable bidder's fee to each
bidder in the RFP process to help offset the cost of the independent monitor's services. A load~serving entity may request recovery of the
cost of the independent monitor's services, to the extent that the cost is not offset by bidders fees in a subsequent rate case. The
Commission shall use its discretion in determining whether to flow the cost to be recovered through customer rates.
One week prior to the deadline for submitting bids, a loadserving entity shall provide the independent monitor a copy of any bid pro-
posal prepared by the load-serving entity or entity affiliated with the load-serving entity and of any benchmark or reference cost the
load-serving entity has developed for use in evaluating bids. The independent monitor shall take steps to secure the load-serving entity's
bid proposal and any benchmark or reference cost so that they are inaccessible to arty bidder, the load-serving entity, and any entity
affiliated with the loadserving entity.
The independent monitor and load-serving entity must provide all opportunity for public review of a summary of each project proposal
and for public comment on proposed bid ranking.
Upon Staff's request, the independent monitor shall provide status reports to Staff throughout the RFP process.



TITLE 14. PUBLIC SERVICE CORPORATIONS; CORPORATIONS AND ASSOCIATIONS;
SECURITIES REGULATION

CHAPTER 2. CORPORATION COMMISSION _ FIXED UTILITIES

ARTICLE 18. CLEAN AND RENEWABLE ENERGY STANDARD

Section
RI4-2-l80l. Definitions
R 14-2-l802. Clean Energy Requirement
RI4-2-1803. Eligible Renewable Energy Resources
R I4-2- l804. Renewable Energy Credits
R142-l803. Annual Renewable Energy Requirement
Rl4-2-l 806. Distributed Renewable Energy Requirement
RI4-2-l807. Tariff
R 14-24808. Customer Self-Directed Renewable Energy Option
RI4-2-I809. Uniform Credit Purchase Program
R l 4-2- l8 l 0. Net Metering and Interconnection Standards
RI 4-2-I81 l. Renewable Energy Standard Compliance Reports
Rl4-2-l8l2. Renewable Energy Standard Implementation Plans
R l42- l8 l3. Electric Power Cooperatives
RI42-I814. Enforcement and Penalties
RI42-l815. Waiver from the Provisions of this Article
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RI42- l80 l . Definitions
l . "Affected Utility" means a public service corporation sewing retail electric load in Arizona, but excluding any Utility

Distribution Company with more than half of its customers located outside of Arizona.
"Annual Renewable Energy Requirement" means the portion ofan Affected Utility's annual retail electricity sales that must
come from Eligible Renewable Energy Resources.
"Arizona Dedicated Generation" means the energy produced from Dedicated Generation, adjusted as follows:
a. If that generation produces more energy in a year than the Affected Utility's Arizona load, then Arizona Dedicated

Generation is the sum ofall renewable energy from Dedicated Generation, plus the energy from the remaining Dedicated
Generation proportionately reduced by multiplying the energy produced from each generator times the ratio of I) the
Arizona load reduced by the energy produced by the renewable energy Dedicated Generation, to 2) the total megawatt-
hours produced from the remaining (non-renewablc) Dedicated Generation,

b. If that generation produces less energy in a year than the Affected Utility's Arizona Load, power purchases by the
Affected Utility that are not Dedicated Generation, but are needed to meet the Affected Utilityls Arizona Load during
the applicable calendar year, shall be considered Dedicated Generation with an emission rate equal to the Unspecified
Power Rate.

"Arizona Load" means the megawatt-hours of electricity during a year that an AfTected Utility sells to its Arizona retail
customers, plus line losses, minus load that has Renewable Energy Resources dedicated to serve a particular customer,
provided that the particular customer retains the Renewable Energy Credits or the Renewable Energy Credits are retired on
their behalf by the AtTected Utility as a part of a voluntary program, product or sales, and are not used for compliance with
any law or regulation in anyjurisdiction.
"Base period emissions" means the average annual metric tons of carbon-dioxide that the Affected Utility emitted into the
atmosphere from its Arizona Dedicated Generation during a consecutive threecalendar-year period of 2016 to 2018.
"Clean Energy Credit," or "CEC" means an instrument, in a physical or electronic format approved by the Commission that
represents, for every gigawatt-hour produced by Arizona Dedicated Generation in a year, each metric ton of carbon~dioxide
emissions less than one thousand. For any electric generating facility that is awarded Renewable Energy Credits associated
with its electricity production, emissions of less than one-thousand metric tons per gigawatt-hour will only be recognized in
the base period emissions determination, and in the award of Clean Energy Credits during a compliance period, if the
Renewable Energy Credit associated with that production has been or will be retired by the Affected Utility, and has not and
will not be retired for voluntary renewable energy sales or programs. The emission rate for energy from Renewable Energy
Resources without Renewable Energy Credits that meet this requirement shall equal tlle applicable Unspecified Power
Emission Rate.
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"Clean Energy Resource" means an energy resource that operates with zero net Emissions.
"Commission" means the Arizona Corporation Commission.
"Community Distributed Generation" means a renewable generation facility that is located in the service territory of an
Eected Utility where the beneficial use of the electricity generated by the facility is attributed to the subscribers. There shall
be as least ten subscribers and the facility shall have a capacity of no more than 10 MW. The owner of the community
distributed generation facility may be the Affected Utility or any other for-profit or nonprofit entity or organization, including
a subscriber organization that contracts to sell the output from the community distributed generation facility to the Affected
Uti li ty .

10. "Conventional Energy Resource" means an energy resource that is non-renewable in nature, such as natural gas, coal oil, and
uranium, or electricity that is produced with energy resources that are not Renewable Energy Resources.

II. "Customer Self-Directed Renewable Energy Option" means a Commission-approved program under which an Eligible
Customer may self-direct the use of its allocation of funds collected pursuant to an Affected Utility's Tariff

12. "Dedicated Generation" means electric energy production capacity that is assigned to the Affected Utility for Arizona
ratemaking purposes, and that is either owned by the Affected Utility or a corporate affiliate, or committed to the Affected
Utility or a corporate affiliate pursuant to an agreement of five years or longer that specifies the particular generation resource
from which the energy comes, less any such capacity sold by the Affected Utility pursuant to an agreement of five years or
longer that specifies the particular generation resource from which the energy comes, and less any renewable energy capacity
committed to a particular customer or a voluntary renewable energy purchase program.

13. "Distributed Generation" means electric generation sited at a customer premises, providing electric energy to the customer
load on that site or providing wholesale capacity and energy to the local Utility Distribution Company for use by multiple
customers in contiguous distribution substation service areas. The generator size and transmission needs shall be such that the
plant or associated transmission lines do not require a Ccrtilicate of Environmental Compatibility from the Corporation
Commission.

14. "Distributed Renewable Energy Requirement" means a portion of the retail kilowatt-hours sold by an Affected that must be
met with production derived from resources that qualify as Distributed Renewable Energy Resources pursuant to Rl4-2-
l803(B).
"Distributed Solar Electric Gencrator" means electric generation sited at a customer premises. providing electric energy from
solar electric resources to the customer loud on that site or providing wholesale capacity and energy to the local Utility
Distribution Company for use by multiple customers in contiguous distribution substation service areas. The generator size
and transmission needs shall be such that the plant or associated transmission lines do not require a Certif icate of
Environmental Compatibility from the Corporation Commission.

16. "Eligible Customer" means an entity that pays Tariff litnds of at least $23,000 annually for arty number of related accounts or
services within an AlTected Utility's service area
"Emissions" means carbon-dioxide (CO2) emitted into the atmosphere.
"Gigawatthour" means one thousand megawatt-hours or one million kilowatt-hours.
"Green Pricing" means a rate option in which a customer elects to pay a tariffed rate premium for electricity derived from
Eligible Renewable Energy Resources.
"Market Cost of Comparable Conventional Generation" means the Affected Utility's energy and capacity com of producing
or procuring the incremental electricity that would be avoided by the resources used to meet the Annual Renewable Energy
Requirement, taking into account hourly, seasonal, and long-term supply and demand circumstances. Avoided costs include
any avoided transmission and distribution costs and any avoided environmental compliance costs.

21. "Net Billing" means a system of billing a customer who installs an Eligible Renewable Energy Resource generator on the
customer's premises for retail electricity purchased at retail rates while crediting the customer's bill for any customer-
generated electricity sold to the AtTected Utility at avoided cost.

22. "Net Metering" means a system of metering electricity by which the Affected Utility credits the customer at the full retail rate
for each kilowatt-hour of electricity produced by an Eligible Renewable Energy Resource system installed on the customer-
generator's side of the electric meter, up to the total amount of electricity used by that customer during an annualized period,
and which compensates the customer-generator at the end of the annualized period for any excess credits at a rate equal to the
Affected Utility's avoided cost of wholesale power. The Affected Utility does not charge the customer-generator any
additional fees or charges or impose any equipment or other requirements unless the same is imposed on customers in the
same rate class that the customer-generator would qualify for if the customer-generator did not have generation equipment.

23. "Renewable Energy Credit" means the unit created to track kw derived from an Eligible Renewable Energy Resource or
kwh equivalent of Conventional Energy Resources displaced by Distributed Renewable Energy Resources.

24. "Renewable Energy Resource" means an energy resource that is replaced rapidly by a natural, ongoing process and that is not
nuclear or fossil fuel.

25. "Tariff" means a Commission-approved rate designed to recover an Affected Utility's reasonable and prudent costs of
complying with these rules.

26. "Unspecified Power Emission Rate" means the metric tons of C02 per megawatt-hour identified in the Environmental
Protection Agency's eGRlD reports for the North American Electric Reliability Council (NERC) subregion from which the
power was procured. For calculating base period emissions, 20 l6 shall be used for 20 l6 through 20 l8. For compliance periods,
the most recent eGRlD reports shall be used. in 2016 the eGRID AZNM sub-region rate was 0.474 mT/MWh, the eGRlD
NWPP sub-region rate was 0.295 mT/MWh, and the eGRlD CAMJ( sub-region rate was 0.240 mT/MWh.



28.

27. "Utility Distribution Company" means a public service corporation that operates. constructs, or maintains a distribution system
for the delivery of power to retail customers.
"Wholesale Distributed Generation Component" means non-utility owners of Eligible Renewable Energy Resources that are
located within the distribution system and that do not require a transmission line over 69 kv to deliver power at wholesale to
an Affected Utility to meet its Annual Renewable Energy Requirements.

2.

3.

Rl4~2-1802. Clean Energy Requirement
A. Clean Energy Standard

l . An Affected Utility shall emit no more than its base period emissions in 2020, shall emit no more that ninety-six percent
of its base period emissions in 202 l, and shall continue to reduce its base period emissions by an additional four percent
each year thereafter until January I, 2045. For calendar year 2045 and thereafter emissions shall remain fixed at zero.
Each Affected Utility shall demonstrate compliance with the limitations of subsection (l) by the certified retirement of
Clean Energy Credits (CECs). An Affected Utility shall first present and retire CECs on or before luly l, 2023 for
compliance in the 2020 through 2022 periods, and shall mire CECs every three years thereafter for compliance during
that intervening three calendar year period. Thc Commission will certify the retirement of CECs and otherwise assure
compliance with this rule. If an Affected Utility retires an insufficient number of credits at the end of a compliance
period, it shall satisfy that deficiency by retiring 123 percent of the deficiency on or before July I of the year following
the end of the next three-year compliance period. An AlTected Utility may not exercise this deficiency provision in any
two consecutive compliance periods.
To demonstrate compliance, an AlTected Utility shall retire one CEC per year for each megawatt-hour of its Arizona
Load in that year, less the number of metric tons of its base period emissions reduced by the percentage required in that
year under subsection l. Specifically, ax the end of each compliance period, the Affected Utility will retire the cumulative
CECs required for each year of that period. In each year, the CEC retirement obligation equals the amount expressed by
the following equation:

CECrurrrvrf = Lv - -
y = year (2020, 202l...)
Ly = utility Arizona load (MWh) plus line losses in y, multiplied by 1.0metric ton per MWh
Eb = base period emissions
Ry = the reduction required in y (c.g. 0.00 in 2020, 0.04 in 2021, 0.08 in 2022...)

B.

2.

c.

2.

b.

Clean Energy Credits
I . The Commission will provide an Affected Utility one CEC each calendar year commencing in 2020 for each metric ton

less than one thousand metric tons that it emits from its Arizona Dedicated Generation, for every gigawatt-hour produced
by that generation in that year The Commission will make this award by June I of the following year.
CECs may be sold, traded or otherwise transferred to any person, do not expire, and may be used at any time unless and
until they are retired for compliance with this rule or another rule requiring carbon-dioxide reductions in another
jurisdiction. Upon application by an Affected Utility, the Commission may allow credits, allowances, or other
instruments from another jurisdiction or economic sector that has a program to require comparable arid systematic
reduction of carbon-dioxide emissions over time, and that accepts CECs into its program, to be used for compliance in
Arizona.

Compliance Procedures
l . On or before July l. 2020, each Affected Utility shall file with the Commission a verified statement of its base period

emissions. That statement shall include work-papers, supporting evidence, and documentation. The statement shall also
either include Arizona Department of Environmental Quality verification that the CON emissions identified by the
Affected Utility are correct arid consistent with those rcponcd to the Environmental Protection Agency's Greenhouse
Gas Reporting program, per CFR Part 98, or an explanation of why that certification could not be obtained. This filing
shall be served on all parties to the Affected Utility's last rate case, and notice of the filing shall be published in a
newspaper or newspapers of general circulation in the Affected Utility's service area If no protest to the statement is
filed with the Commission within thirty (30) days of notice of the statement, it shall be deemed approved. If a protest is
tiled, the Commission will establish a procedure to determine by December l, 2020 the appropriate base period emissions
for the Affected Utility. Once established, the determination of base period emissions shall not be changed.
On or before April 1st of each calendar year commencing in 2021, each Affected Utility shall file with the Commission
a verified statement of its entitlement to CECs for the prior calendar year along with work-papers and other
documentation supporting that statement The statement shall also either include Arizona Department of Environmental
Quality verification that the CON emissions reported by the AfTected Utility are correct and consistent with those reported
to the Environmental Protection Agency's Greenhouse Gas Reporting program, per CFR Part 98, or an explanation of
why that certification could not be obtained. This Bling shall be served on all parties to the Affected Utility's last rate
case, and notice of the filing shall be published in a newspaper or newspapers of general circulation in the Affected
Utility's service area The Affected Utility may develop an Excelbased credit tracking and information system to assist
in fulfilling this requirement. This tiling shall include:

a. Information to establish the AlTccted Utility's entitlement to CECs based on the production and emissions from
the Affected Utility's Arizona Dedicated Generation;
a proposed format for the issuance of credits; and



C.
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d.

an accounting and reconciliation of all credits that the Affected Utility has been awarded, has transferred, has
banked, and has retired for compliance.

If no protest to the statement is filed with the Commission within thirty (30) days of notice of the filing, the Commission
may immediately award the requested number of credits in the format proposed by the Affected Utility or another format
determined by the Commission. If a protest is filed, or if the Commission determines that further inquiry is appropriate,
it will establish a procedure to determine and award by September I of that same year the correct number of CECs.

Clean Energy Standard Advisory Committee
An advisory committee of no more than seven (7) members is established, to be chaired by a designee of the Commission,
and to include a representative from an investor-owned utility, a rural electric cooperative, a consumer advocate, and an
environmental advocate. Thc Advisory Committee will provide guidance for the implementation of the rule and will consider
at least the following issues during its pendency:

a. Potential refinements or improvements to the rule,
b. Outreach opportunities to share experience with the rule with policymakers and others;
c. Refinements to the CEC amounts awarded for electric vehicles as their use expands and vehicle and generation

technology advances,

Exchangeability of CECs with allowances, credits, or other similar instruments from other carbon-dioxide or
greenhouse go reduction programs, and

e. Capacity of the rule to satisfy and comply with existing or future requirements of law.
The Advisory Committee shall report to the Commission no less frequently their\ every three years, and shall issue a final
report and disband on January l, 2030.

2.

3.

4.

b.

s.

6.

7.

s .
9.

a.

RI4 -2 - l803 . Eligible Renewable Energy Resources
A. "Eligible Renewable Energy Resources" are applications of the following defined technologies that displace Conventional

Energy Resources that would otherwise be used to provide electricity to an Affected Utility's Arizona customers:
l . "Biogas Electricity Generator" is a generator that produces electricity from gases that are derived from plantderived

organic matter, agricultural food and feed matter, wood wastes, aquatic plants, animal wastes, vegetative wastes, or
wastewater treatment facilities using anaerobic digestion.

"Biomass Electricity Generator" is an electricity generator that uses any raw or processed plant-derived organic matter
available on a sustainable and renewable basis and that has zero net life-cycle emissions, including: dedicated energy
crops and trees; agricultural food and feed crops, agricultural crop wastes and residues, wood wastes and residues,
inc luding landscape waste, right-of-way tree trimmings. or small diameter forest thinnings that are 6" in diameter or less,
dead and downed forest products; aquatic plants; animal wastes; other vegetative waste materials, non-hazardous plant
matter waste material that is segregated from other waste; forestrelated resources, such as harvesting and mill residue,
precommercial thinnings, slash, and brush, miscellaneous waste, such as waste pellets, crates, and damage, and recycled
paper fibers that are no longer suitable for recycled paper production, but not including painted, treated, or pressurized
wood wood contaminated with plastics or metals, tires. or recyclable post~consumer waste paper.

"Distributed Renewable Energy Resources" as defined in subsection (B).
"Eligible Hydropower Facilities" arc hydropower generators that were in existence prior to 1997 and that satish/ one of
the following two cri teria:
a New Increased Capacity of Existing Hydropower Facilities: A hydropower facility that increases capacity due to

improved technological or operational efficiencies or operational improvements resulting from improved or
modified turbine design, improved or modified wicket gate assembly design, improved hydrological flow
conditions improved generator windings, improved electrical excitation systems, increases in transformation
capacity, and improved system control and operating limit modifications. The electricity kw that are eligible to
meet the Annual Renewablc Energy Requirements shall be limited to the new, incremental kwh output resulting
from the capacity increase that is delivered to Arizona customers to meet the Annual Renewable Energy
Requirement.

Generation from pre-l997 hydropower facilities that is used to firm or regulate the output of other eligible,
intermittent renewable resources. The electricity kwh that are eligible to meet the Annual Renewable Energy
Requirements shall be limited to the kw actually generated to fi rm or regulate the output of eligible intermittent
Rcnewable Energy Resources and that are delivered to Arizona customers to meet the Annual Renewablc Energy
Requirements.

"Fuel Cells that Use Only Renewable Fuels" are fuel cell electricity generators that operate on renewable fuels such as
hydrogen created from water by Eligible Renewable Energy Resources. Hydrogen created from nonRenewable Energy
Resources, such as natural gas or petroleum products, is not a renewable fuel.
"Geothermal Generator" is an electricity generator that uses heat from within the earth's surface to produce electricity.
"Hybrid Wind and Solar Electric Generator" is a system in which a Wind Generator and a solar electric generator are
combined to provide electricity.
"Landfill Gas Generator" is an electricity generator that uses methane gas obtained from landfills to produce electricity.
"New Hydropower Generator of 10 MW or Less" is a generator. installed after January l, 2006, that produces 10 MW
or less and is either:

A low-head, micro hydro mm-of-the-river system that does not require any new damming of the flow of the stream;
or
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An existing dam that adds power generation equipment without requiring a new dam, diversion structures, or a
change in water flow that will adversely impact fish, wildlife, or water quality; or

c. Generation using canals or other irrigation systems.
10. "Solar Electricity Resources" use sunlight to produce electricity by either photovoltaic devices or solar thermal electric

resources.
l l. "Wind Generator" is a mechanical device that is driven by wind to produce electricity.
"Distributed Renewable Energy Resources" are Community Distributed Generation as defined in section R14-2-l80l(9) or
applications of the following defined technologies that are located at a customer's premises and that displace Conventional
Energy Resources that would otherwise be used to provide electricity to Arizona customers:
l . "Biogas Electricity Generator," "Biomass Electricity Generator," "Geothermal Generator" "Fuel Cells that Use Only

Renewable Fuels." "New Hydropower Generator of 10 MW or Less," or "Solar Electricity Resources," as each of those
terms is defined in subsections (A)(l), (A)(2) (A)(5), (A)(6), (A)(9), and (A)( l0).
"Biomass Thermal Systems" and "Biogas Thermal Systems" are systems which use fuels as defined in subsections (A)( l )
and (A)(2) to produce thermal energy and that comply with Environmental Protection Agency Certification Programs or
are permitted by state, county, or local air quality authorities. For purposes of this definition "Biomass Thermal Systems"
and "Biogas Thermal Systems" do not include biomass and wood stoves, furnaces, and fireplaces.

3. "Commercial Solar Pool Heaters" are devices that use solar energy to heat commercial or municipal swimming pools.
4. "Geothermal Space Heating and Process Heating Systems" are systems that use heat from within the earths surface for

space heating or for process heating.
"Renewable Combined Heat and Power System" is a Distributed Generation system, fueled by an Eligible Renewable
Energy Resource that produces both electricity and useful renewable process heat. Both the electricity and renewable
process heat may be used to meet the Distributed Renewable Energy Requirement.
"Solar Daylighting" is the non-residential application ofa device specifically designed to capture and redirect the visible
portion of the solar beam. while controlling the infrared portion, for use in illuminating interior building spaces in lieu of
artificial lighting.
"Solar Heating, Ventilation, and Air Conditioning" ("HVAC") is the combination of Solar Space Cooling and Solar
Space Heating as part of one system.
"Solar industrial Process Heating and Cooling" is the use of solar thermal energy for industrial or commercial
manufacturing or processing applications.
°'Solar Space Cooling" is a technology that uses solar thermal energy absent the generation of electricity to drive a
refrigeration machine that provides for space cooling in a building.

10. "Solar Space Heating" is a method whereby a mechanical system is used to collect solar energy to provide space heating
for buildings.

l l. "Solar Water Heater" is a device that uses solar energy rather than electrlcity or fossil fuel to heat water for residential.
commercial, or industrial purposes.

12. "Wind Generator of l MW or Less" is a mechanical device, with an output of l MW or less, that is driven by wind to
produce electricity.

Except as provided in subsection (A)(4), Eligible Renewable Energy Resources shall not include facilities installed before
January l 1997.
The Commission may adopt pilot programs in which additional technologies are established as Eligible Renewable Energy
Resources or Distributed Renewable Energy Resources. Any such additional technologies shall be Renewable Energy
Resources that produce electricity, replace electricity generated by Conventional Energy Resources, or replace the use of fossil
fuels with Renewable Energy Resources. Energy storage technology that facilitates the integration of Renewable Energy
Resources shall be eligible for these pilot programs. Energy conservation products, energy management products, energy
efficiency products, or products that use non-renewable fuels shall not be eligible for these pilot programs.

c.

D.

E.

F.

Rl4~2-l804. Renewable Energy Credits
A. One Renewable Energy Credit shall be created for each kwh derived from an Eligible Renewable Energy Resource.
B. For Distributed Renewable Energy Resources, one Renewable Energy Credit shall be created for each 3,413 British Thermal

Units of heat produced by a Solar Water Heating System, a Solar Industrial Process Heating and Cooling System, Solar Space
Cooling System, Biomass Thermal System, Biogas Thermal System, or a Solar Space Heating System.
An Affected Utility may transfer Renewable Energy Credits to another party and may acquire Renewable Energy Credits from
another party. A Renewable Energy Credit is owned by the owner of the Eligible Renewable Energy Resource from which it
was derived unless specifically transferred.
All transfers of Renewable Energy Credits shall be appropriately documented to demonstrate that the energy associated with
the Renewable Energy Credits meets the provisions of RI4-2-l803.
Any contract by an Affected Utility for purchase or sale of energy or Renewable Energy Credits to meet the requirements of
this Rule shall explicitly describe the transfer of rights concerning both energy and Renewable Energy Credits.
Except in the case of Distributed Renewable Energy Resources, Affected Utilities must demonstrate the delivery of energy
from Eligible Renewable Energy Resources to their retail consumers such as by providing proof that the necessary
transmission rights were reserved and utilized to deliver energy dion Eligible Renewable Energy Resources to the Affected
Utility's system, if transmission is required, or that the appropriate control area operators scheduled the energy from Eligible
Renewable Energy Resources for delivery to the Affected Utility's system.
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R14-2-1803. Annual Renewable Energy Requirement
A. In order to ensure reliable electric service at reasonable rates, each Affected Utility shall be required to satisfy an Annual

Renewable Energy Requirement by obtaining Renewable Energy Credits from Eligible Renewable Energy Resources.
B. An Affected Utility's Annual Renewable Energy Requirement shall be calculated each calendar year by applying the following

a licable annual rcent8ge to the retail kwh sold by the Affected Utility during that calendar year:

2006 1.23%

2007 1.50%

2008 l.75%

2.00%
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3.00%

3.50%

4.00%
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28.00%
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50.00%2030 and
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The annual increase in the annual percentage for each Affected Utility will be pro rated for the first year based on when the
Affected Utility's thirding mechanism is approved.
An Affected Utility may use Renewable Energy Credits acquired in any year to meet its Annual Renewable Energy
Requirement.
Once a Renewable Snug Credit is used by any Affected Utility to satisfy these requirements, the credit is retired and cannot
be subsequently used to satisfy these rules or any other regulatory requirement.
If an Affected Utility trades or sells environmental pollution reduction credits or any other environmental attributes associated
with kwh produced by an Eligible Renewable Energy Resource, the Affected Utility may not apply Renewable Energy Credits
derived from that same kwh to satisfy the requirements of these rules.
An Affected Utility may ask the Commission to preapprove agreements to purchase energy or Renewable Energy Credits
from Eligible Renewable Energy Resources.

B.

4.0%
4.6%
5.2%

RI4-2-1806. Distributed Renewable Energy Requirement
A. In order to improve system reliability, each Affected Utility shall be required to satisfy a Distributed Renewable Energy

Requirement by measuring production from Distributed Renewable Energy Resources.
An Affected Utility's Distributed Renewable Energy Requirement shall be calculated each calendar year by applying the
following applicable annual percentage to the retail kWhs sold by the Affected Utility during that calendar year, with the
addition of measured production from Distributed Renewable Energy Resources that is produced and consumed behind the
meter:

2020
2021
2022
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2023 5.8%
2024 6.4%
2025 7.0%
2026 7.6%
2027 8.2%
2028 8.8%
2029 9.4%
2030 l0.0%

C. Production from Distributed Renewable Energy Resources will be measured for compliance with this requirement based
on dedicated production meters installed by the Affected Utility at the customer's premise.
Distributed Renewable Energy Resources that are not Community Distributed Generation must have a nameplate capacity of
30kW-DC or less to be counted toward compliance with the Distributed Renewable Energy Requirement.
An Affected Utility may satisfy no more than 10 percent of its annual Distributed Renewable Energy Requirement from
Community Distributed Generation owned by the AlTected Utility.

2.

3.

c .
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E.

F.

R14-2-I807. Tar i f f
A. Within 60 days of the effective date of these rules, each Affected Utility shall file with the Commission aTarifYin substantially

the same form as the Sample Tariff set forth in these rules that proposes methods for recovering the reasonable and prudent
costs of complying with these rules. The specific amounts in the Sample Tariff are for illustrative purposes only and Affected
Utilities may submit, with proper support, Tariff tilings with altcmative surcharge amounts.

B. The Affected Utility's Tariff filing shall provide the following information:
l . Financial information and supporting data sufficient to allow the Commission to determine the Affected Utility's fair

value for purposes ofevaluating the Affected Utility's proposed Tarim information submitted in the format of the Annual
Report required under R14-2-2l2(G)(4) will be the minimum information necessary for filing a Tariff application but
Commission Staffmay request additional information depending upon the type of Tariff tiling that is submitted;
A discussion of the suitability of the Sample Tariff set forth in Appendix A for recovering the Affected Utility 's
reasonable and prudent costs of complying with these rules;

3. Data to support the level of costs that the Affected Utility contends will be incurred in order to comply with these rules;
4. Data to demonstrate that the Affected Utility's proposed Tariff is designed to recover only the costs in excess of the

Market Cost of Comparable Conventional Generation; and
Any other information that the Commission believes will be relevant to the Commission's consideration of the Tariff
f i ling.

The Commission will approve, modify, or deny a Tariff proposed pursuant to subsection (A) within 180 days amer the Tariff
has been filed. The Commission may suspend this deadline or adopt art alterative procedural schedule for good cause. The
Affected Utility's Annual Renewable Energy Requirement, as set forth in RI4-2-l805(B), and Distributed Renewable Energy
Requirement, as set forth in RI4-2-l806(B), will be effective upon Commission approval of the Tariff filed pursuant to this
Section.
If an Affected Utility has an adjustor mechanism for the recovery of costs related to Annual Renewable Energy Requirements,
the Affected Utility may tile a request to reset its adjustor mechanism in lieu of a Tariff pursuant to subsection (A). The
AtTected Utility's filing shall provide all the information required by subsection (B), except that it may omit information
specifically related to the fair value determination. The Affected Utility's Annual Rencwable Energy Requirement. as set forth
in R14-2-l805(B), and Distributed Renewable Energy Requirement, as set forth in R 14-2l806(B), will be effective upon
Commission approval of the adjustor mechanism rate filed pursuant to this Section.
An Affected Utility may tile a rate case pursuant to Rl4-2-l03 in lieu of a Tariff pursuant to subsection (A). The Affected
Utility's filing shall provide all information required by subsection (B).
For Eligible Renewable Energy Resources acquired by an Affected Utility amer January I, 2020, the Affected Utility shall
recover the costs of those Eligible Renewable Energy Resources by the same method 1 the Affected Utility recovers its costs
for Conventional Energy Resources.

c .

R14-2-1808. Customer Self-Directed Renewable Energy Option
A. By January l, 2007, each Affected Utility shall file with Dockct Control a Tariff by which an Eligible Customer may apply to

an Affected Utility to receive funds to install distributed Renewable Energy Resources. The funds annually received by an
Eligible Customer pursuant to this Tariff may not exceed the amount annually paid by the Eligible Customer pursuant to the
Affected Utility 's Tariff

B. An Eligible Customer seeking to participate in this program shall submit to the Affected Utility a written application that
describes the Renewable Energy Resources that it proposes to install and the projected cost of the project. An Eligible
Customer shall provide at least half of the funding necessary to complete the project described in its application.
All Renewable Energy Credits derived from the project shall belong to the Affected Utility.

R14-2-1809. Uniform Credit Purchase Program
A. The Director of the Utilities Division shall establish a Uniform Credit Purchase Program working group, which will study

issues related to implementing Distributed Renewable Energy Resources. The working group shall address the consumer
participation process, budgets, incentive levels. eligible technologies, system requirements, installation requirements, and any



B.

other issues that are relevant to encouraging the implementation of Distributed Renewable Energy Resources. No later than
March I, 2007, the Director of the Utilities Division shall file a staffreport with recommendations for Uniform Credit Purchase
Programs.
No later than July l. 2007, each Affected Utility shall file a Uniform Credit Purchase Program for Commission review and
approval.

R14-2-l810. Net Metering and Interconnection Standards
The Commission Staff shall host a series of workshops addressing the issues of rate design including Net Metering and
interconnection standards. Upon completion of this task, and the adoption of rules or standards, if appropriate, each Affected Utility
shall file conforming Net Metering tariffs and interconnection standards in Docket Control.

B.

R142-l81 l. Renewable Energy Standard Compliance Reports
A. Beginning April l, 2007, and every April 1st thereahcr, each Atiected Utility shall tile with Docket Control a report that

describes its compliance with the requirements of these rules for the previous calendar year and provides other relevant
information. The Affected Utility shall also transmit to the Director of the Utilities Division an electronic copy of this report
that is suitable for posting on the Commission's web site.
The compliance report shall include the following information:
l . The actual kwh of energy produced within its service territory and the actual kwh of energy or equivalent obtained from

Eligible Renewable Energy Resources, differentiating between kWhs for which the Affected Utility owns the Renewable
Energy Credits and kWhs produced in the Affected Utility's service territory for which the Affected Utility does not own

4.

7.

8.

9.

c.

the Renewable Energy Credits;
2. The actual kwh of energy obtained from Distributed Renewable Energy Resources;
3. The kwh of energy or equivalent obtained from Eligible Renewable Energy Resources normalized to reflect a full year's

production.
Thc kwh of energy obtained from Distributed Renewable Energy Resources normalized to reflect a full year's
production

5. The kW of generation capacity. disaggregated by technology type,
6. Cost information regarding cents per actual kwh of energy obtained from Eligible Renewable Energy Rcsourccs and

cents per kW of generation capacity, disaggregated by technology type;
A breakdown of the Renewable Energy Credits used to satisfy the Annual Renewable Energy Requirement and
appropriate documentation of the Affected Utility's receipt of those Renewable Energy Credits;
A description of the Affected Utilitys procedures for choosing Eligible Renewable Energy Resources and a certification
from an independent auditor that those procedures are fair and unbiased and have been appropriately applied;
A discussion of the type and scale of Eligible Renewable Resources proposed in or near communities including but not
limited to tribal communities, impacted by the Affected Utility's closure ofa Conventional Energy Resource and reasons
why those Renewable Energy Resources were chosen or rejected: and

10. Whether the costs of the Affected Utility 's Eligible Renewable Energy Resources will be recovered through the
renewable energy tariff or through a rate case.

The Commission may consider all available information and may hold a hearing to determine whether an Affected Utility's
compliance report satisfied the requirements of these mlcs.

a .

2.

3.

4.
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6.

RI4-2- l8I2. Renewable Energy Standard Implementation Plans
A. Beginning July I, 2007, and every July 1st thereafter, each Affected Utility shall file with Docket Control for Commission

review and approval a plan that describes how it intends to comply with these rules for the next calendar year. The Affected
Utility shall dsc transmit an electronic copy of this plan that is suitable for posting on the Commission's web site to the
Director of the Utilities Division.
The implementation plan shall include the following information:
l . A description of the Eligible Renewable Energy Resources, identified by technology, proposed to be added by year for

the next live years and a description of the kW and kwh to be obtained from each of those resources;
The estimated cost of each Eligible Renewable Energy Resource proposed to be added, including cost per kwh and total
cost per year,
A description of the method by which each Eligible Renewable Energy Resource is to be obtained, such as self-build,
customer installation, or request for proposals;
A description of the economic development opportunities for each Eligible Renewable Energy Resource proposed to be
added in or near communities, including but not limited to tribal communities, impacted by the Affected Utility's closure
of a Conventional Energy Resource,
A description of programs considered or proposed for incentivizjng deployment of Distributed Renewable Energy
Resources,
A proposal that evaluates whether the Affected Utility's existing rates allow for the ongoing recovery of the reasonable
and prudent costs of complying with these rules, including a Tariff application that meets the requirements of RI4-2-
1807 and addresses the Sample Tariff set forth in Appendix A if necessary and



c .

7. A line item budget that allocates specific finding for Distributed Renewable Energy Resources, for the Customer Self-
Directed Renewable Energy Option, for power purchase agreements, for utilityowned systems, and for each Eligible
Renewable Energy Resource described in the AtTected Utility's implementation plan.

he Commission may hold a hearing to determine whether an Affected Utility's implementation plan satisfies the requirements
of these mies.

B.

RI 4- 2- l8 l3. Electric Power Cooperatives
A. Within 60 days of the effective date of these rules, every electric cooperative that is an AtTected Utility shall file with Docket

Control an appropriate plan for acquiring Renewable Energy Credits Hom Eligible Renewable Energy Resources for the next
calendar year arid a Tariff that proposes methods for recovering the reasonable and prudent costs of complying with its
proposed plan and addresses the Sample Tariff set forth in Appendix A. The cooperative shall also transmit electronic copies
of these filings that are suitable for posting on the Commission's web site to the Director of the Utilities Division. Upon
Commission approval of this plan, its provisions shall substitute for the requirements of R14-2-l803 and Rl42-1806 for the
electric power cooperative proposing the plan.
Beginning July I. 2007, and every July 1st thereafter every electric cooperative that is an Affected Utility shall file with
Docket Control an appropriate plan for acquiring Rencwable Energy Credits from Eligible Renewable Energy Resources for
the next calendar year. The cooperative shall also transmit an electronic copy of this plan that is suitable for posting on the
Commlssion's web site to the Director of the Utilities Division.

B.

c .

D.

E.

RI4-2-1814. Enforcement and Penalties
A . If an Affected Utility fails to meet the annual requirements set forth in Rl4~2-1803 and Rl4-2-1806, it shall include with its

annual compliance report a notice ofnoncompliancc.
The notice of noncompliance shall provide the following information:
l . A computation of the difference between the Renewable Energy Credits required by R14-2-l805 and the kwh required

by RI42-l806 and the amount actually obtained,
2. A plan describing how the Affected Utility intends to meet the shortfall Nom the previous calendar year in the current

calendar year, and
3. An estimate of the costs of meeting the shortfall.
If the Commission finds amer atTording an Affected Utility notice and an opportunity to be heard that the Affected Utility has
failed to comply with its implementation plan approved by the Commission as set forth in RI4-2-l8l2, the Commission may
End that the Affected Utility shall not recover the costs of meeting the shortfall described in Rl42-l8l4(B) in rates.
If the Commission finds alter affording an Affected Utility notice and opportunity to be heard that the Affected Utility has
failed to retire a sufficient number of Clean Energy Credits at the end of a compliance period, the Commission may find that
the Affected Utility shall not recover the costs of meeting the shortfall in rates.
Nothing herein is intended to limit the actions the Commission may take or the penalties the Commission may impose pursuant
to Arizona Revised Statutes, Chapter 2, Article 9. An Affected Utility is entitled to notice and an opportunity to be heard prior
to Commission action or imposition of penalties.

D.

Rl4~2- l8l3. Waiver from the Provisions of this Article
A. The Commission may wajvc compliance with any provision of this Aniclc for good cause.
B. Any Al*fectcd Utility may petition the Commission to waive its compliance with any provision of this Article for good cause.
C. A petition br a waiver from these rules shall, at a minimum

l . State the reason(s) for the waiver request.
2. Identify each section of this rule for which a waiver is requested;
3. Describe the effect the waiver will have on compliance with this rule:
4. Describe how the waiver will not compromise or will further, the rule's purposes, and
5. Describe why the waiver would be a reasonable alterative to the rule's requirements.
A petition filed pursuant to these rules shall have priority over other matters filed at the Commission.
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RI4-2-2401. Definitions

In this Article, unless otherwise specified:

l .

2.
3.

4.

5.

6.
7.

s.

9.

I I .

"Adjustment mechanism" means a Commission approved provision in an affected utility's rate schedule allowing the
affected utility to increase and decrease a certain rate or rates. in an established manner, when increment or decreases in
specific costs are incurred by the affected utility.
"Atfcctcd utility" means a public service corporation that provides electric service to retail customers in Arizona
"Baseline" means the level of electricity demand, electricity consumption, and associated expenses estimated to occur
in the absence ofa DSM portfolio, determined as provided in RI4-2-2413.
"CHP" means combined heat and power, which is using a primary energy source to simultaneously produce electrical

energy and useful process heat.
"Conservation voltage reduction" or voltageNAR optimization means the deployment of technologies and strategies to
intentionally operate the transmission and distribution system to provide customer voltages in the lower end of the
acceptable voltage range in order to achieve energy and demand reductions for customers.
"Commission" means the Arizona Corporation Commission .
"Costeffective" means that the DSM portfolio being evaluated meets the societal test, as determined under Rl4-2
2412.
"Customer" means the person or entity in whose name service is rendered to a single contiguous field, location, or
facility, regardless of the number of meters at the field, location, or facility.
"Delivery system" means the infrastructure through which an ah"ectcd utility transmits and then distributes electrical
energy to its customers. .

IO. "Demand savings" means the load reduction, measured in kw, occurring during a relevant peak period or periods as a
direct result of energy efficiency and demand response programs.

"Demand response" means modification of customers' electricity consumption patterns, affecting the timing or quantity
of customer demand and usage, achieved through intentional actions taken by an affected utility or customer.



12. "Distributed generation" means the production of electricity on the customer's side of the meter, for use by the
customer, through a technology such as solar photovoltaic panels or CHP.

13. "DSM" means demand-side management, the implementation and maintenance of one or more DSM programs that
comprise a DSM portfolio.

14. "DSM measure" means any material, device. technology, educational program, practice, or facility alteration designed
to result in reduced pedc demand, increased energy ctticicncy, or shifting of electricity consumption to of?peak periods
and includes CHP used to displace space heating, water heating, or another load.

IS. "DSM poMolio" means the entire suite of DSM programs offered to residential customers, including low-income
customers, or to non-residential customers.

16. "DSM program" means one or more DSM measures provided as part ofa single offering to customers.
17. "DSM tariff" means a Commission-approved schedule of rates designed to recover an affected utility's reasonable and

prudent costs of complying with this Article.
18. "Electric generation system" means all personal property and operating real property used for the purpose ofgcnerating

electricity.
19. "Electric utility" means a public service corporation providing electric service to the public.
20. "Energy etTicicncy" means the production or delivery of an equivalent level and quality ot end-usc electric service

using less energy, or the conservation of energy by end use customers.
21. "Energy efficiency standard" means the reduction in retail energy sales, in percentage of retail kwh sales, required to

be achieved through an alTected utility's approved DSM portfolio as prescribed in RI4-2-2404.
22. "Energy savings" means the reduction in a customer's energy consumption directly resulting from a DSM portfolio,

expressed in kwh.
23. "Energy service company" means a company that provides a broad range of services related to energy efficiency,

including energy audits, the design and implementation of energy efficiency projects, and the installation and
maintenance of energy efficiency measures.

24. "Environmental benefits" means avoidance of costs for compliance, or reduction in environmental impacts, for things
such as, but not limited to: B. Water use and water contamination, b. Monitoring storage and disposal of solid waste
such as coal ash (bottom and fly), c. Adverse health effects from burning fossil fuels, and d. Pollutant emissions from
transportation and production of fuels and electricity.

23. "Incremental benefits" means amounts saved through avoiding costs for fuel, purchased power, new generation
capacity, transmission and distribution capacity, and other cost items necessary to provide electric utility service, along
with other improvements in societal welfare, such as through avoided environmental impacts, including, but not limited
to, water consumption savings, air emission reduction, reduction in coal ash, and reduction of nuclear waste.

26. "Incremental costs" means the additional expenses of a DSM portfolio, relative to baseline.
27. "Independent program administrator" means an impartial third party employed to provide objective oversight of energy

cfticiency programs.
28. "kW" means kilowatt.
29. "kwh" means kilowatt-hour.
30. "Lcveraging" means combining resources to more effectively achieve an energy efficiency goal, or to achieve greater

energy efficiency savings, than would be achieved without combining resources.
3 I. "Load management" means actions taken or sponsored by an affected utility to reduce peak demands, such as direct

control of customer demands through utilityinitiated interruption or cycling, thermal storage, or educational campaigns
to encourage customers to shift loads.

32. "Low-income customer" means a customer with a below average level of household income, as defined in an affected
utility's Commission-approved DSM portfolio description.

33. "Market transformation" means strategic efforts to induce lasting structural or behavioral changes in the market that
result in increased energy efficiency.

34. "Net benefits" means the incremental benefits resulting from DSM minus the incremental costs of DSM.
35. "Non-energy benefits" means improvements in societal welfare that are outside the scope of utility system benefits,

including but not limited to increased productivity, increased comfort, increased property value, environmental
benefits, reduced compliance costs, and water savings.

36. °'Portfolio costs" means the expenses incurred by an affected utility as a result of devcloping, marketing, implementing,
administering, and evaluating a Commission-approved DSM portfolio.

37. "Self-direction" means an option made available to qualifying customers of sufficient size, in which the amount of
money paid by each qualifying customer toward DSM costs is tracked for the customer arid made available for use by
the customer for approved DSM investments upon application by the customer.

38. "Societal Test" means a cost-effectiveness test of a DSM portfolio that includes both utility system and non-energy
benefits and both utility and customer costs to implement a DSM portfolio; that uses a social discount rate to determine
the net present value of costs and benefits that is based on the yield for long-term U.S. Treasury securities up to a cap



of 3%, that uses a nonenergy benefits adder of at least 50% applied to the sum of other quantifiable beneGts for low-
income programs within a DSM portfolio; and that uses a nonenergy benefits adder of at least 23% applied to the sum
of other quantifiable benefits for all other programs within a DSM poMolio.

39. "Staff" means individuals working for the Commission's Utilities Division, whether as employees or through contract.
40. "Thermal envelope" means the collection of building surfaces, such as walls windows, doors, floors ceilings, and

roofs, that separate interior conditioned (heated or cooled) spaces from the exterior environment.

R14-2-2402. Applicability

This Article applies to each afTccted utility classified as Class A according to R14-2-l03(A)(3)(q), unless the affected utility is an
electric distribution cooperative that has fewer than 23% of its customers in Arizona.

RI4-2-2403. Goals and Objectives

A.

b.

An affected utility shall design each DSM portfolio:
I . To be cost-effective, and
2. To accomplish the following:

Energy efficiency,
Load management. and/or demand response.

B.

3.

An affected utility shall consider the following when planning and implementing a DSM portfolio:
I . Whether the DSM portfolio will achieve cost-effective energy savings and peak demand reductions;
2. Whether the DSM portfolio will advance market transformation arid achieve sustainable savings, reducing the

need for tinurc market interventions; and
Whether the affected utility can ensure a level of funding adequate to sustain the DSM portfolio and allow the
DSM portfolio to achieve its targeted goal.

c .

2.

An affected utility shall:
l . Offer DSM programs within a DSM portfolio l.l\at will provide an opportunity for all affected utility customer

segments to participate, and
Allocate not less than 3% of DSM portfolio resources specifically to low-income customers.

RI4-2-2404. Energy Etllcleney Standards

A. Except as provided in Rl4-2-2418, in order to ensure reliable electric service at reasonable ratepayer rates and costs. by
December 3 l, 2030, an affected utility shall, through cost clTcctive DSM portfolios achieve cumulative annual energy
savings, measured in kwh, equivalent to at least 35% of the affected utility's retail electric energy sales for calendar
year 2029 and in every year thereafter.

B. An affected utility shall by the end of each calendar year, meet at least the cumulative annual energy efficiency
standard listed in Table l for that calendar year. An illustrative example of how the required energy savings would be
calculated is shown in Table 2. An illustrative example of how the standard could be met in 2030 is shown in Table 4.

Table l. Energy ElTlciency Standard

CALENDAR
YEAR 4.

2013

2017
2018
2019
2020

ENERGY EFFICIENCY STANDARD (Cumulative Annual Energy Savings by the End of Each
Calendar Year as a Percen e of the Retail Ener Sales in the Prior Calendar Year
l.23%
3.00%

5.00%
7.23%
9.50%
l 2.00%
l4.50%
l7.00%
19.50%
22.00%



2022

2023

2024

2025

2026

2027

2030

23.30%
24.60%
23.90%
27.20%
28.50%
29.80%
3 I . l 0%
32.40%
33.70%
35.00%

Table 2. Illustrative Example of Calculating Required Energy Savings

CALENDAR
YEAR

B
ENERGY EFFICIENCY
STANDARD

C
REQUIRED CUMULATIVE ENERGY SAVINGS
B of current ear x A of riot ear

2011 \,250,000

2013

2017

l.23%
3.00%
3.00%
7.25%
9.30%
12.00%
l4.30%
l7.00%
l9.30%
22.00%

A
RETAIL SALES
kwh

100,000.000
100,750,000
101.017,500
lOl,069,925
100.913.646
l00.82 l .094
100,5 I77 I1
100,293 499
I00. I l6,043
99,986628
99902,384

3,030,875
7,327,370
9 586,986
12,098331
14.575,068
17,049 895
19.322,628
21,997 058
23,277235
24 806 981

O

I

° I

7  OV

2027
2028 I

I

I  I2030

27,947 637
29363,793
31.211,577
32,891 861
34,605.309
36,353 398
38,136,418

lmx m a

l»zar lwxzmr l1na

c . An affected utility's measured reductions in peak demand resulting from cost-effective demand response and load
management programs may comprise up to one percentage points of the 35% energy efficiency standard through 2030,
with peak demand reduction capability from demand response convened to an annual energy savings equivalent based
on its actual load factor or 4%, whichever is greater. The credit for demand response and load management peak
demand reductions shall not exceed 5% of the energy efficiency standard set forth in subsection (B) for any year
through 2030.

D. An affected utility's energy savings resulting from DSM energy efficiency programs implemented before the effective
date of this Article, but amer 2004, may be credited toward meeting the energy efficiency standard set forth in
subsection (B) through 2020. The total energy savings credit for these prerules energy efficiency programs shall not
exceed 4% of the affected utility's retail energy sales in calendar year 2005. A portion of the total energy sayings credit
for these pre-mles energy efficiency programs may be applied each year, from 2016 through 2020, 8S listed in Table 3
Column A.

Table 3. Credit for Pre-Rules Energy Savings

CALENDAR YEAR A
CREDIT FOR THE PRE-RULES
ENERGY SAVINGS APPLIED IN

B
CUMULATIVE APPLICATICN OF THE
CREDIT FOR THE PRE-RULES



EACH YEAR (Percentage of the Total
Eligible Pre-Rules Cumulative Annued
Energy Savings That Shad! Be Applied
in the Year)

ENERGY SAVINGS IN 2016-2020
(Percentage of the Total Eligible Pre
Rules Cumulative Annual Energy Savings
That Are Credited by the End of Each
Year_ _ _

_
l»:m
l»m
1»zu»z

E. An alYccted utility may count toward meeting the standard up to one-third of the energy savings resulting from energy
efficiency building codes and energy elticiency appliance standards, provided that the affected utility played a direct
role in achieving the savings through DSM program implementation. The partial credit for building code energy
savings or energy efficiency appliance standards shall be quantified and reported through a measurement and
evaluation study undertaken by the affected utility and shall be commensurate with the direct role that the affected
utility played to achieve the savings through DSM program implementation.

An affected utility may count the energy savings from combined heat and power (CHP) systems that do not qualify
under the Renewable Energy Standard toward meeting the energy efficiency standard, provided that the affected utility
played a direct role in supporting the implementation ofa CHP system through DSM program implementation. The
credit for savings from CHP shall be quantified and reported through a measurement and evaluation study undertaken
by the affected utility and shall be commensurate with the direct role that the affected utility played to achieve the
savings through DSM program implementation.

G. An affected utility may count a customer's energy savings resulting from self-direction toward meeting the standard.

H. with the exception of conservation voltage reduction, an affected utility's energy savings resulting from efficiency
improvements to its transmission or distribution system may not be counted toward meeting the standard.

I. An atTected utility's energy savings resulting Hom efficiency improvements made directly to its electric generation
system, including heat rate improvements to power plants, may not be counted toward meeting the standard.

J. An affected utility's energy savings used to meet the energy efficiency standard will be assumed to continue through
the year 2030 or, if expiring before the year 2030 to be replaced with a DSM portfolio and programs having al least the
same level of efficiency.

Table 4. Illustrative Example of How the Energy Standard Could Be Met in 2030

2030 Energy Efficiency 2029 Retail Sales (kwh)
Standard

Required Cumulative Annual
Ener Savina s kwh

Cumulative Annual Energy
Savina or Credit kwh
1,089,612up to l.00%

|, l00,000~

1,000,000

Demand Response Credit
Rl42-24 C
Pre-rules Savings Credit
Rl42-2404 D
Building Code Rl4-2-
2404 E

100,000

34,346,806

Self-direction Rl4-2-
2404 G
Energy Efficiency RI4-2-
2404 A

_ _ _ _.

_
_ _
_ _
_ _
_ _

" _ _ _

_ _ _ _



*The total pre-rules savings credit is capped at 4% of 2005 retail energy sales and the total credit is allocated over give years
from 2016 to 2020. The credit shown above represents an estimate of the portion of the total credit that can be taken in 2020,
or 32.5% of the total credit allowed.

R14-2-2403. Implementation Plans

A. Except as provided in Rl4-2-2418, on June l of each odd year, or annually at the election of each affected utility, each
affected utility shall file with Docket Control, for Commission review and approval, an implementation plan describing
how the affected utility intends to meet the energy efficiency standard for the next one or two calendar years, as
applicable, except that the initial implementation plan shall be filed within 30 days of the effective date of this Article.

B.

2.

3.

4.

5.

6.

Thc implementation plan shall include the following information:
I . Except for the initial implementation plan, a description of the affected utility's compliance with the requirements

of this Article for the previous calendar year,
Except for the initial implementation plan, which shall describe only the next calendar year, a description of how
the affected utility intends to comply with this Article for the next two calendar years, including an explanation of
any modification to the rates ofan existing DSM adjustment mechanism or tariHthat the affected utility believes
IS necessary,
Except for the initial implementation plan, which shall describe only the next calendar year, a description of each
DSM program within a DSM portfolio to be newly implemented or continued in the next two calendar years and
an estimate of the annual kwh and kW savings projected to be obtained through each DSM portfolio and program;
The estimated total cost and cost per kwh reduction of each DSM measure, program, and portfolio described in
subsection (B)(3);
A DSM tariff tiling complying with Rl 4~2-2406(A) or a request to modify and reset an adjustment mechanism
complying with Rl4-2-2406(C), as applicable; and
For each new DSM program or DSM measure that the affected utility desires to implement within a DSM
portfolio, a program proposal complying with RI4-2-2407.

c . An affected utility shall notify its customers of its annual implementation plan tiling through a notice in its next
regularly scheduled customer bills.

D. The Commission may hold a hearing to determine whether an affected utility's implementation plan satisfies the
requirements of this Article within 180 days amer such implementation plan is filed with the Commission. The
Commission may suspend this deadline or adopt an alterative procedural schedule for good cause.

E. An affected utility's Commission-approved implementation plan, and the DSM portfolio and programs authorized
thereunder, shall continue in effect until the Commission takes action on a new implementation plan for the affected
utili ty.

F. A utility shall not implement any program changes proposed in an implementation plan until such changes are
approved by the Commission.

R14-2-2406. DSM TarilTs

A.

2.

3.

4.

An affected utility's DSM tariff filing shall include the following:
l . A detailed description of each method proposed by the affected utility to recover the reasonable and prudent costs

associated with implementing the affected utility's intended DSM portfolio;
Financial information and supporting data sufficient to allow the Commission to determine the affected utility's
fair value, including, at a minimum, the information required to be submitted in a utility annual report filed under
Rl4-2-2l2(G)(4);
Data supporting the level of costs that the affected utility believes will be incurred in order to comply with this
Article; and
Any other information that the Commission believes is relevant to the Commission's consideration of the tariff
f i ling.

B. The Commission shall approve modify, or deny a tariff tiled pursuant to subsection (A) within 180 days utter the tariff
has been filed. The Commission may suspend this deadline or adopt an dtcmativc procedural schedule for good cause.



c . lfan affected utility has an existing adjustment mechanism to recover the reasonable and prudent costs associated with
implementing a DSM portfolio, the atTected utility may, in lieu of making a tariff filing under subsection (A), file a
request to modify and reset its adjustment mechanism by submitting the information required under subsections (A)(l)
and (3)

Rl4-2- 2407. Commission Review and Approval of DSM Programs and DSM Measures

A. An affected utility shall obtain Commission approval before implementing a new DSM program.

B. An affected utility may apply for Commission approval ofa DSM program by submitting a proposal cither as part of its
DSM portfolio implementation plan submitted under R14-2-2403 or through a separate application that identifies the
DSM poMolio under which die DSM program will be added.

c . A DSM portfolio or program proposal shall include the following
l . A description of the DSM programs and DSM measures that the affected utility desires to implement as part of the

DSM portfolio,
2. The affected utility's objectives and rationale for the DSM programs and portfolio,
3. A description of the market segment at which the DSM programs and portfolio is aimed,
4. An estimated level of customer participation in the DSM programs and portfolio,
5. An estimate of the baseline for the components of the DSM portfolio,
6. The estimated societal benefits and savings from the DSM programs and portfolio,
7. The estimated societal costs of the DSM programs and portfolio,
8. The estimated environmental benefits to be derived from the DSM programs and poMolio,
9. The estimated benefit-cost ratio of the DSM programs and portfolio,
10. The affected utility's marketing and delivery strategy.
l I. The affected utility's estimated annual costs and budget for the DSM programs and portfolio,
12. The implementation schedule for the DSM programs and portfolio,
13. A description of the affected utility's plan for monitoring and evaluating the DSM programs and portfolio, and
14. Any other information that the Commission believes is relevant to the Commission's consideration of the tariff

f i ling.

D.

2.

In determining whether to approve a DSM proposal, the Commission shall consider:
l . The extent to which the Commission believes the DSM portfolio will meet the goals set forth in Rl4-2-2403(A),

and
All of the considerations set forth in RI4-2-2403(B).

E. Staff may request modifications of an on-going DSM portfolio or DSM programs within a DSM portfolio to ensure
consistency with this Article. The Commission shall allow affected utilities adequate time to notify customers of
modifications.

RI4-2-2408. Parity and Equity

A. An affected utility shall develop and propose DSM programs within DSM portfolios for:
I . Residential customers, including low-income customers, and
2. Non-residential customers.

B. No less than 5% of the total DSM budget shall be devoted to programs or program components for low-income
customers.

c . An affected utility shall allocate DSM funds collected from residential customers and from non-residential customers
proportionately to those customer classes to the extent practicable.

D. The affected utility costs of DSM programs for low-income customers shall be bore by all customer classes, except
where a customer or customer class is specifically exempted by Commission order.

E. DSM hands collected by an affected utility shall be used, to the extent practicable, to benefit that affected utility's
customers.



F. All customer classes of an affected utility shall bear the costs of DSM by payment through a non-bypassable
mechanism, unless a customer or customer class is specifically exempted by Commission order.

3.

e.
f.
g.
h.
i .
j.
k.
l.

Rl4~2-2409. Reporting Requirements

A. By March I of each year, an affected utility shall submit to the Commission, in a Commission-established docket for
that year, a DSM progress report providing information for each of the affected utilitys Commission-approved DSM
portfolios and programs within each portfolio and including at least the following:
I . An analysis of the a8"ected utility's progress toward meeting the annual energy efficiency standard;
2. A list of the affected utility's current Commission-approved DSM portfolios and programs within each portfolio,

organized by customer segment;
A description of the findings from any research projects completed during the previous year and
The following information for each Commission-approved DSM portfolio and programs within each portfolio:
a. A brief description,
b. Goals, objectives. and savings targets,
c. The level of customer participation during the previous year
d. The costs incurred during the previous year, disaggregated by type of cost, such as administrative costs.

rebates, and monitoring costs;
A description and the results of evaluation and monitoring activities during the previous year;
Savings realized in kw, kwh therms, and BTUs, as appropriate;
The environmental and nonenergy benefits realized, including reduced emissions and water savings;
Incremental benefits and net benefits, in dollars,
Performance-incentive calculations for the previous year;
Problems encountered during the previous year arid proposed solutions;
A description of any modifications proposed for the following year; and
Whether the affected utility proposes to terminate any DSM program within a DSM portfolio and the
proposed date of termination.

B. By September l of each year, an affected utility shall file a status report including a tabular summary showing the
following for each current Commission-approved DSM portfolio and program within each portfolio of the affected
uti li ty
I . Semi-annual expenditures compared to annual budget, and
2. Participation rates.

c . An affected utility shall file each report required by this Section with Docket Control, where it will be available to the
public, and shall make each such report available to the public upon request.

D. An affected utility may request within its implementation plan that these reporting requirements supersede specific
existing DSM reporting requirements.

R14-2-2410. Cost Recovery

A. An affected utility may recover the costs that it incurs in planning, designing, implementing, and evaluating a DSM
portfolio and programs within a DSM portfolio if the DSM portfolio is all of the following:
l . Approved by the Commission before it is implemented,
2. Implemented in accordance with a Commission-approved program proposal or implementation plan, and
3. Monitored and evaluated for cost-effectiveness pursuant to RI4-2-24I 5.

B. An affected utility shall monitor and evaluate each DSM portfolio arid program, as provided in RI4-2-2415, to
determine whether the DSM portfolio is cost-effective arid othenvisc meets expectations.

c . If an affected utility determines that a DSM portfolio is not cost-elTective or otherwise does not meet expectations, the
affected utility shall include in its annual DSM progress report filed under RI 42-2409 a proposal to modify or
terminate the DSM portfolio.

D. An affected utility shall recover its DSM costs concurrently, on an annual basis, with the spending for a DSM portfolio,
unless the Commission orders otherwise.



E. An affected utility may recover costs from DSM Hinds for any of the following items, if the expenditures will enhance
DSM :
l . Incremental labor attributable to DSM development.
2. A market study,
3. A research and development project such as applied technology assessment,
4. Consortium membership or
3. Another item that is difficult to allocate to an individual DSM portfolio.

F. The Commission may impose a limit on the amount of DSM funds that may be used for the items in subsection (E).

G. If goods and services used by an affected utility for DSM have value for other affected utility iimctions, programs, or
services, the affected utility shall divide the costs for the goods and services and allocate funding proportionately.

H. An atTected utility shall allocate DSM costs in accordance with generally accepted accounting principles.

l. The Commission shall review and address financial disincentives, recovery of fixed costs, and recovery of net lost
income/revenue, due to Commission-approved DSM portfolios and programs if an affected utility requests such review
in its rate case and provides documentation/records supporting its request in its rate application.

J. An affected utility, at its own initiative, may submit to the Commission twice-annual reports on the financial impacts of
its Commission-approved DSM portfolios and programs, including any unrecovered Fixed costs and net lost
income/revenue resulting from its Commission-approvcd DSM portfolios and programs.

RI4-2-24ll. Performance Incentives

In the implementation plans required by Rl4~2-2403, an affected utility may propose for Commission review a performance
incentive to assist in achieving the energy efficiency standard set forth in RI4-2-2404. Thc Commission may also consider
performance incentives in a general rate case.

A.

R14-2-2412. Cost-effectiveness

An affected utility shall ensure that the incremental benefits to society of the affected utility's overall DSM portfolio
exceed the incremental costs to society of the DSM portfolio.

B. The overall DSM portfolio shall be evaluated to determine cost-eRectiveness using the societal test.

c.

2.
3.

The analysis of a DSM portfolio's cost-effectiveness may include:
I . Costs and bcnetits associated with reliability, improved system operations, environmental impacts, and customer

service;
Savings of both natural gas and electricity; and
Any uncertainty about future streams of costs or benefits.

D. An affected utility shall make a good faith effort to quantify water consumption savings and air emission reductions,
while other environmental costs or the value ofenvironmentd improvements shall be estimated in physical terms when
practical but may be expressed qualitatively.

E. For purposes of analyzing DSM portfolio cost-ctfectiveness, market transformation programs within a DSM portfolio
shall be evaluated by measuring market effects compared to program costs.

F. For purposes of analyzing DSM portfolio cost-effectiveness, educational programs that support consumer and business
adoption of energy efficiency, load management or demand response measures are not required to be cost effective and
shall be excluded from the portfolio cost-effectiveness evaluation if their inclusion causes the portfolio not to pass the
societal test.

G. For purposes of analyzing DSM portfolio cost-effectiveness, research and development and pilot programs are not
required to be cost»effective and shall be excluded from the portfolio cost-etfectiveness evaluation if their inclusion



causes the portfolio not to pass the societal test.

H. For purposes of evaluating DSM portfolio cost-etfectiveness. an affected utility's low-income customer programs are
not required to be cost-etfective and shall be excluded from the portfolio cost-effectiveness evaluation if their inclusion
causes the portfolio not to pass the societal test.

R14-2-2413. Baseline Estimation

A. To determine the baseline, an atTected utility shall estimate the level ofelectric demand and consumption and the
associated costs that would have occurred in the absence of a DSM portfolio, including the DSM programs or DSM
measures within a DSM portfolio.

B. For demand response programs, an alfccted utility shall use customer load profile information to verify baseline
consumption patterns and the peak demand savings resulting from demand response actions.

c . For installations or applications that have multiple fuel choices, an affected utility shall determine the baseline using the
same heel source actually used for the installation or application.

R14-2-2414. Fuel Neutrality

A. An affected utility shall use DSM funds collected from electric customers for electric DSM programs, unless otherwise
ordered by the Commission.

B. An affected utility may use DSM funds collected fiom electric customers for thermal envelope improvements.

B.

RI4-2-2413. Monitoring, Evaluation, and Research

A. An affected utility shall monitor and evaluate each DSM portfolio to:
l . Ensure compliance with the cost-effectiveness requirements of RI4-2-2412,
2. Determine participation rates, energy savings, and demand reductions,
3. Assess the implementation process for the DSM portfolio;
4. Obtain information on whether to continue, modify, or terminate a DSM program within a DSM portfolio; and
3. Determine the persistence and reliability of the affected utility's DSM.
An affected utility may conduct evaluation and research, such as market studies, market research, and other technical
research, for DSM program planning, product development, and DSM program improvement within a DSM portfolio.

R14-2-2416. Program Administration and Implementation

A. An affected utility may use an energy service company or other cxtemal resource to implement a DSM program or
DSM measure within a DSM portfolio.

B. The Commission may, at its discretion, establish independent program administrators who would be subject to the
relevant requirements of this Article.



RI4-2-2417. Leveraging and Cooperation

A. An alTected utility shall, to the extent practicable, participate in com sharing, leveraging, or other lawful arrangements
with customers, vendors, manufacturers, govemmcnt agencies, other electric utilities, or other entities if doing so will
increase the effectiveness or cost-effectiveness of a DSM portfolio.

B . An affected utility shall participate in a DSM program with a natural gas utility when doing so is practicable and if
doing so will increase the effectiveness or costeffectiveness of a DSM portfolio.

R14-2-2418. Compliance by Electric Distribution Cooperatives

A. An electric distribution cooperative that is an affected utility shall comply with the requirements of this Section instead
of meeting the requirements of Rl4-2-2404(A) and (B) and Rl4-2-2403(A).

B.

2.

3.

4.

An electric distribution cooperative shall on June l of each odd year, or annually at its election:
l . File with Docket Control, for Commission review and approval, an implementation plan for each DSM portfolio

and programs within a portfolio to be implemented or maintained during the next one or two calendar years, as
applicable; and
Submit to the Director ofthc Commission's Utilities Division an electronic copy of its implementation plan in a
format suitable for posting on the Commission's web site.
An implementation plan submitted under subsection (B) shall set forth an energy efficiency goal for each year of
at least 73% of the savings requirement specified in RI4-2-2404 and shall include the information required under
Rl4-2~2405(B).
Submit annual DSM reports in accordance with the requirements in Rl4-2-2409.

R14-2-2419. Waiver from the Provisions of this Article

A. The Commission may waive compliance with arty provision of this Article for good cause.

a . An affected utility may petition the Commission to waive its compliance with any provision of this Article for good
cause.

C. A petition filed pursuant to this Section shall have priority over other matters filed under this Articlc.


